


Public: 
tilities 


Volume L No. 13 a December 18, 1952 


THE ELECTRIC LIGHT AND POWER 
INDUSTRY LOOKING AHEAD 


By Bayard L. England 


« D 


Automatic Adjustment Clauses in 
Gas Rate Schedules 
Part Il. 


By Edwin Fleischmann 


< >» 


Is Urban Transportation in Danger of Collapse? 
By Henry E. Jordan 


a > 


Natural Gas for the Pacific Northwest? 
By John M. Bemis 





“Letty / £ NZ «8 
~ ~« 
vy H { 


WITH THE 
REMINGTON RAND 


ALL-ELECTRIC 
ADDING 
MACHINE 


aS Everybody’s using it. these days. The Remington 
C~ } Rand 10-Key All-Electrie Adding Machine is sweepin 
a the country — bringing more profits through faster 
/ figurework to utilities in every state of the union. 
> These proved-in-action 7 to 13 column capacity 
Remington Rand models do all the figuring in every 
department that uses addition, subtraction and 
multiplication. You can learn — in minutes — howt 
let the Remington Rand All-Electrie Adding 


Machine do the job — in seconds. 


FREE TICKET ... for the facts on the Remington Rani 
All-Electric Adding Machine. 
Keo wmtowm lo Wek ew ewe Kk? 
Room 2532, 315 Fourth Avenue, New York 10, N. Y 
Please send me booklet AD 567 on how | can make more profit 
through faster figurework. 
Name 
oa Title_ 
- 
Flemington. Feand eiante 
Address_ 
a ____State 
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America’s industrial growth is measured in kilowatts, 
units of electrical energy which make up the brawn 
and sinew of U. S. production. More and more of 
these energy units are being consumed in this land 
which is, characteristically, always building, always 
pioneering. In fact, so many lusty, bawling industrial 
infants—children of America’s men of vision—are 
growing up so fast that Babcock & Wilcox is pouring 
millions of dollars into new plants and equipment to 
provide more steam power for public utilities and for 


Paris, Texas 


Wilmington, North Carolina 


West Point, Mississippi 


Brunswick, Georgia 


all industry. New plants at Wilmington, N. C., West 
Point, Miss., Brunswick, Ga., and Paris, Texas, re- 
cently have been added to B&W’s network of facili- 
ties for manufacturing the equipment to harness 
energy through the driving force of steam. In all, ten 
great B&W plants, spotted around the map like sen- 
tinels helping to guard the nation’s strength, are 
efficiently geared to continue to contribute to 
America’s boundless potential. 
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HERE probably never was a time in 

the fairly short history of the elec- 
tric utility industry when the future con- 
tained so many question marks. Its 
emergence from a laboratory novelty to a 
basic necessity of modern civilization 
within a period of three-quarters of a cen- 
tury could have been forecast many years 
ago. Its advances in technology, physical 
expansion, and economic operation might 
have been predicted, within a reasonable 
range of certainty by qualified experts, 
two or three decades ago. 


BuT using this waning year of Our 
Lord in December, 1952, as a starting 
point, it would be a bold prophet indeed 
who could say what the fate or status of 
electric utilities will be within such a 
short range as five years from now! The 
industry finds itself, today, beset by an 
unusual concatenation of circumstances 
—technical, financial, political, economic, 
and even international. All pose gigantic 
question marks which loom just over the 
horizon for the electric utilities. How 


soon nuclear energy? Will there be war 
or peace? How will the contest between 
rising costs and rigid rates end? Does 
the change of administration presage a 
stop, or slowdown, in government com- 
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petition which has seriously threatened 
the industry with eventual Socialism? 
Has the industry finally arrived at a basic 
foundation for universal public good will 
as compared with the criticisms of the 
past ? 


THE answers to any of these questions 
could greatly improve or greatly dis- 
courage the industry’s outlook, depend- 
ing on whether they prove to be good or 
bad answers. A combination of good 
answers might well usher in a golden age 
for the electric utilities as the crowning 
jewel of American industry and the en- 
terprise system. A combination of bad 
answers could obviously wreck it, as an 
industry, beyond repair. Hence the im- 
portance of industrial leadership at this 
time. 


ERTAINLY, then, this is no time for 
faintheartedness on the part of those 
who have been chosen to lead the electric 
utility industry. Fortunately, the indus- 
try now finds itself with a generation of 
leaders who do not hesitate to think, act, 
and speak boldly, according to their 
honest convictions, 


ONE such leader is the president of the 
industry’s national business organization, 
the Edison Electric Institute. During 
the past six months, almost since he was 
elected head of the EEI at the institute’s 
twentieth annual convention in Cleve- 
land, Ohio, last June, BAyarp L. ENc- 
LAND has spoken out for the industry in 
a series of addresses and statements. He 
has aggressively promoted the idea that 
the electric utilities of the United States 
are, and by right ought to be, worthy 
and honored members of the nation’s 
most valued industrial family. The lead- 
ing article in this issue is a selection or 
distillation, so to speak, of a number of 
fine things which Mr. ENGLAND has said 
and which we felt should be collected in 
one place. Following our suggestion and 
invitation, Mr, ENGLAND was very glad 
to do this. 
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What goes on at this Round Table? 


@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money .. . hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 


Yes, this is a typical Public Utility 


**Round Table” at the Irving. Last year 
alone, 146 representatives from 85 utility 
companies attended these sessions. 

These “‘Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Capital Funds over $120,000,000 


WituraM N. Enstrom, Chairman of the Board 


NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 


Ricuarp H. West, President 


Public Utilities Department—Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


8 PAGES WITH THE EDITORS (Continued) 


Mr. ENGLAND’s personal career has 
been with the Atlantic City Electric 
Company, of which he has been president 
and general manager since 1948. Born 
in Newark, New Jersey, in 1903, he 
graduated from Temple University in 
1922 and thereafter joined Atlantic City 
Electric as a clerk, rising to distribution 
engineer two years later. Thus, despite 
thirty years of service with the same or- 
ganization he is today one of the young- 
est men ever to hold the presidency of the 
EEI. 


* * * * 


OHN M. Bemts, a free-lance writer of 
J Spokane, Washington, has given us 
an entertaining and informative story 
about the various maneuvers to date in 
opening up the Washington and Oregon 
section to natural gas service. Mr. BEMIS 
is a correspondent for a number of busi- 
ness periodicals, mainly McGraw-Hill 
publications, He has been engaged in 
newspaper work in Michigan, Wiscon- 
sin, and Spokane, Washington, since 
1921. 

i a 


i is becoming trite to say that the 
trouble with the traffic problem is too 
many automobiles. But that is neither a 
joke nor a tired cliché as far as the 
harassed transit industry is concerned. 
In a number of our cities we seem to be 
approaching the point where actual cur- 
tailment on the free use of private auto- 
mobile transportation, at least during 
rush hours, may be the only alternative 
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JOHN M. BEMIS 


to eventual collapse of public transporta- 
tion systems. The article beginning on 
page 903 is a frank discussion of such 
possibilities, 


THe author is Henry E. Jorpan, chief 
engineer and secretary of the Long 
Beach, California, Bureau of Franchises 
and Public Utilities. Following his gradu- 
ation in electrical engineering at the Uni- 
versity of Southern California, Mr. Jor- 
DAN served as an engineer with the West- 
inghouse organization and the Pacific 
Electric Railway Company. He also 
served on the staff of the Los Angeles 
Railway Corporation, where he was 
superintendent of equipment for nearly 
fifteen years. He has been more recently 
assistant vice president for the Key Sys- 
tem in Oakland, and did a major survey 
of the municipal transit system of San 
Francisco before taking his present post 
with the city of Long Beach. 


* * * * 


W: take pleasure in extending to all 
our readers and friends the sea- 
son’s greetings—a very merry Christ- 
mas indeed and a happy and prosperous 
New Year. 


THE next number of this magazine will 
be out January Ist. 
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Public Utilities Fortnightly Extends te 
Its Many Patrons and Readers 
Cordial Good Wishes for 
Christmas and the 
New. Year. 
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Coming IN THE NEXT ISSUE 


* 


THE WASHINGTON OUTLOOK FOR PUBLIC UTILITIES—1953 


Probably at no time in the last two decades has the future of government- 
business relations in Washington been so clouded with question marks— 
as the New Year ushers in the Eisenhower administration. Here is an 
analysis of the possible consequences of developments in Congress and 
in the Federal agencies respecting various utility industries as far as they 
can be foreseen by an experienced observer in the nation's capital. Francis 
X. Welch, managing editor of PUBLIC UTILITIES FORTNIGHTLY, who 
has regularly written the "forecast" article at the beginning of each year, 
gives us ten new predictions for the year 1953, along with reasons why he 
thinks they will come to pass. 


UTILITY REGULATION BY THE STOCK MARKET 


Basing the allowable return for public utility companies on past cost of 
money as distinguished from conventional rate base approach has led to a 
controversial discussion in both financial and regulatory circles. Some ex- 
perts think that the criteria established by the Federal Power Commission 
and several state commissions in adopting cost of money as a determinative 
factor looking to return allowance, is tantamount to regulation by the stock 
market. John H. Bickley, Chicago public utility consultant, as well as a vet- 
eran of both Federal and state regulation, and more recently an operating 
utility executive, has some interesting things to say about this subject on 
the basis of his personal research and analysis. 


OPERATING RATIO—A REGULATORY TOOL 


Facts and figures show that the conventional return on investment does 
not adequately compensate the transit industry for the risk involved in 
modern-day operation. The transit business is no longer a protected 
monopoly. The situation calls for a new approach if new capital is to 
remain interested in transit property investment. Charles Alan Wright, 
economics professor of the University of Minnesota, shows us how the "op- 
erating ratio" theory of relative expenses to revenues is the obvious requ- 
latory tool in the present situation. 


A HARD LUCK CLOVER LEAF FOR UTILITIES 


If your town blossoms into highway intersection clover leaves, there will be 
changes in utility plant that take money, but it will not earn its keep. What 
will happen to » L wnrsdlnemadis: will you ever be able to build freeways as 
fast as Detroit builds cars? James H. Collins, well-known southern Cali- 
fornia author and editor, has been giving his attention to the costs and 
upkeep involved in the current vogue for building clover-leaf intersections. 


* 


A lso » « » Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 


executives, financial experts, employees, investors, and others. 
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Just half 
the cost 2 


That’s right! 





We can do your bill analysis for just about one-half of 
what it costs a utility to have the same work done in its 
own Offices. 


Here’s why: 


You see, consumers’ bill analysis is one of our day-in-and- 
day-out specialties. Our unique Bill Frequency Analyzer 
machines analyze as many as 200,000 bills each day. 


This equipment is at your disposal—and you pay only 
for the time these machines are working for you. No 
temporary staffs for you. No overtime costs. No headaches. 


Wouldn’t you like more of the details? Just send for “The 
One Step Method of Bill Analysis” which describes the 
services more fully. Why not drop us a note now? 





P.S. If you use punched cards for 
billing, we are also equipped to make 
your analyses from them. 


Saves 50% in time and money! 
This Bill Frequency Analyzer—developed especially for 


utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 
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CCaukele CEeuke 


“There never was in the world two opinions alike.” 
—MONTAIGNE 





Ropert F. WINDFOHR 
President, Texas Mid-Continent Oil 
and Gas Association. 


WILLIAM WHITE 
President, Delaware, Lackawanna 
& Western Railroad. 


LAURENCE F. Lee 
President, Chamber of Commerce 
of the United States. 


M. S. RUKEYSER 
Columnist. 


GwityM A. PRICE 
President, Westinghouse Electric 
Corporation. 


Wapve E. SHURTLEFF 
Industrial relations director, 
Standard Products Company. 


Harry Fioop Byrp 


U. S. Senator from Virginia. 


WILLIAM J. GREDE 
President, National Association of 
Manufacturers. 


DEC. 18, 1952 


“We have to send dollars to hunt oil. We cannot send 
patriotism, OPS directives, government reports, or resolu- 
tions.” 


> 


“Today we have the responsibility to lead the fight that 
will reverse the trend, to the great benefits of all business 
and of all the public.” 


* 


“It is well known, that the road to economic dictator- 
ship is usually littered with the bones of free enterprise 
utilities that government has consumed along the line of 
march.” 


* 


“The new business logic is that, in an era of inflexible 
costs and a high break level point, it is prudent to be lavish 
on expenditures which will promote sales to a level needed 
to carry on operations in the black.” 


* 


“A basic responsibility of management is to manage its 
business successfully, but in achieving this goal, it is the 
responsibility of management to maintain a fair balance 
between employees, stockholders, and customers.” 


> 


“Remember, you can’t legislate loyalty and good work- 
manship—either in Federal regulations or labor contracts. 
Your employees will be the same the day after the presi- 
dential election as they are today. Humanization will do 
the trick—and pay off.” 





> 


“Our free enterprise system is the greatest deterrent in 
the world to Russian aggression. It is this system which 
is our first line of defense. Our armies, navies, and air 
forces are merely the tools through which the strength of 
this system is applied in war.” 


* 


“American full employment is based on the dynamic 
ingenuity of free people and not the slavery of govern- 
ment domination. . . . Today, as in 1945, the best thing 
the government can do for full employment is to stop 
interfering with free people who want only to invent, to 
build, to manufacture, to distribute, and to sell goods to 
one another.” 


12 
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14 REMARKABLE REMARKS—( Continued) 


Lewis HANEY 
Columnist. 


EpitorIAL STATEMENT 
Farm Journal. 


Perry M. SHOEMAKER 
President, Delaware, Lackawanna 
& Western Railroad 


Roy G. INGERSOLL 
President, Borg-Warner 
Corporation. 


H. E. Humpureys, Jr. 
President, United States Rubber 
Company. 


FrepertcK A. HESSEL 
National treasurer, American 
Institute of Chemists. 
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“[The] huge tax bill represents the cost of government, 
and the cost of government is the price of Socialism. The 
more the government does for us, the less we do for our- 
selves. That is Socialism. So when you worry about your 
cost of living or taxes, you are really concerned about 
Socialism.” 


* 


“Shall we Americans become subordinate to our goy- 
ernment and be pushed around by it? Or shall we insist 
that our government shall be our servant? . . . Shall this 
America be the land of opportunity, or merely a land of 
uneasy, dependent security? Deny it as they may, that is 
the road to serfdom.” 


* 


“The present chaos in transportation regulation, and 
its very real threat of socialization, stands as a challenge 
to the statesmanship of American business. Responsi- 
bility for action rests primarily upon business leadership in 
this important matter, and I believe early forthcoming 
events will challenge that same business leadership to stand 
up and be heard on the economic salvation of our country.” 


* 


“These three major forces are operating against incen- 
tives to the development of business enterprise, crippling 
the productivity which you are here to foster: the tower- 
ing peak of taxation; the labor monopoly which has at- 
tained the power to turn on or turn off our national eco- 
nomic machinery as if by a simple pull of a switch; big 
government whose insidious growth threatens our very 
precious human freedom.” 


oa 


“Opinion surveys have repeatedly shown that large 
groups of the American people misunderstand the role of 
profits, competition, capital, incentive, stockholders, man- 
agement, and other vital parts of our opportunity system. 
Most men believe in freedom and in America as a land 
of opportunity, yet they are easily misled into supporting 
government planning and policies that work against free 
enterprise and toward Socialism.” 


> 


“Before the nineteenth century progress was largely 
the result of chance discoveries. During the last hundred 
years, it has been achieved by invention made to solve 
specific problems. We have now reached the point of 
planning for the future, and, unfortunately, it is not the 
scientists who are doing most of the planning. It is time 
that scientists pick up their share of the burden and offer 
the particular assistance which they alone can give. To- 
morrow is going to be a total synthesis of the past, present, 
and future. The scientist equipped to analyze those ele- 
ments and to foresee their interactions should at least have 
a share in their development.” 
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This Identifying Statement is not an offer to sell these securities. They are subject to the registration 
and prospectus requirements of the Federal Securities Act. Information about the issuer, 
the securities, and the circumstances of the offering is contained in the prospectus 
which must be given to the buyer and may be obtained from such of the several 
Underwriters as are registered dealers in securities in this State. 








New Issue 


November 26, 1952 


1,155,730 Shares 


COMMONWEALTH 


EDISON COMPANY 


$1.40 Convertible Preferred Stock 


(Cumulative—Par 


Business. The Company is a_ public 
utility supplying electricity in Chicago, 
and its subsidiary, Public Service Com- 
pany of Northern Illinois, is a public 
utility supplying electricity and gas in the 
northern part of Illinois outside of Chicago. 


Conversion Privilege. The Preferred 
Stock will be convertible into Common 
Stock on a share-for-share basis on or 
after December 31, 1952, subject to 
adjustment in certain events. 


Redemption. The Preferred Stock will 
be redeemable in whole at any time or in 
part from time to time at the option of the 
Company, initially at $32.50 per share 
and accrued dividends. 

Legal Investment. Counsel for the 
Underwriters have furnished them with 
an opinion to the effect that the Preferred 
Stock qualifies as a legal investment for 
New York State savings banks under pro- 
visions of the Banking Law of that State 
now in force. 


Glore, Forgan & Co. 
A. G. Becker & Co. 
ed 


Incorporat 


Harriman Ripley & Co. 
Incorporated 
Goldman, Sachs & Co. 
(Incorporated) 
Merrill Lynch, Pierce, Fenner & Beane 
Union Securities Corporation 
Bacon, Whipple & Co. 
Hemphill, Noyes & Co. 


Paine, Webber, Jackson & Curtis 


Harris, Hall & Company 

Smith, Barney & Co. 
White, Weld & Co. 

William Blair & Company 


Hornblower & Weeks 
Wertheim & Co. 


Value $25 Per Share) 


Offering. The Company is offering the 
holders of its outstanding Common Stock 
the right to subscribe, prior to 2 P.M., 
Chicago time, on December 10, 1952, at 
$31 per share for the above shares at the 
rate of one share of the Preferred Stock 
for each 12 shares of Common Stock held 
of record on November 24, 1952. The 
several Underwriters have agreed, subject 
to certain conditions, to purchase any 
unsubscribed shares. 

During the subscription period the sev- 
eral Underwriters may publicly offer shares 
of the Preferred Stock at prices which will 
be within the limits set forth in the Pros- 
pectus. The offering price at any time may 
be obtained from Underwriters who are 
registered dealers in securities in this State. 


Listing. Application has been made for 
the admission of the Rights to trading on 
the New York and Midwest Stock Ex- 
changes and for the listing thereon of the 
Preferred Stock upon notice of issuance. 


The First Boston Corporation 
Blyth & Co., Inc. Central Republic Company 
(Incorporated) 
Kidder, Peabody & Co. Lehman Brothers 
Stone & Webster Securities Corporation 
A. C. Allyn and Company 
Incorporated 
Clark, Dodge & Co. 
Lee Higginson Corporation 


Dean Witter & Co. 


Alex. Brown & Sons 















Please send me a copy of the prospectus relating to $1.40 Convertible Preferred Stock of Commonwealth Edison Company. 
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Foster Wheeler installs 18 spreader-stok 
units for six customers! 


The surest proof of customer satisfaction for any prod 

a repeat order. And on major equipment, such as ste 
generators, customer acceptance means satisfaction fr 
planning through actual operation. 


That's why Foster Wheeler is proud of this record 
repeat installations of versatile spreader-stoker-fired 
with their capability of burning a wide variety of bituming 
coals. Installations up to 325,000 Ibs per hour have be 
made for: 


CENTRAL ILLINOIS ELECTRIC and GAS CO. 
CENTRAL IOWA POWER COOPERATIVE 
MONSANTO CHEMICAL CO 

NORTHERN STATES POWER CO 
STUDEBAKER CORPORATION 

WEST VIRGINIA PULP and PAPER CO 


These installations are another example of Foster Whee’ 
ability to design, engineer, fabricate and construct po 
producing equipment to meet your needs. 





Cross-section of latest stoker-fired steam generator designed for Central lll 
Electric and Gas Co., Sabrooke Generating Station, Rockford, Illinois. 








FOSTER WHEELER CORPORATION, 165 BROADWAY, NEW YORK 6, 


FOSTER Q WHEELE 





JREPEAT ORDERS! 
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EVERYBODY'S TALKIN( 


about this modern gas control 
GASAPACK ... THE ONLY REALLY NEW GAS CONTROL 


Two-Stage Flame Control 
Gasapack’s exclusive 
Completely — — intermediate-flame princi ~ 
‘one oh elin “stages” flame for stead 
ng-on ame even heat control, 
se without v iolent swings. 





Po + 4 x f { in one compact 
Completely Adaptable C 4 i gs _ unit, easy to 
Design allows instan } 3 install . . . sim 
conversion of manual uni y < t, i : to service and 
| to electric ther jim efficient in operat 
or mechanical Ther Tmo! 
operation, with no « aon 
ia basic unit. 


es. 7 With GASAPACK 


Compare the Gasapack with old-fashioned, gas furnaces and heaters. One simple-to-install 
cumbersome hookups, and you'll discover it’s unit eliminates as many as 5 separate controls, 
the modern, efficient way of installing modern Cuts costs of assembly, too — as much as 67%. 





a eB ee eee for modern gas heatin 
A-P CONTROLS CORPORATION 


i¢ Products Ci 
2470 N. 32nd Street @ Milwaukee 45, Wis. © In Canada: A-P Controls Corporation Ltd., Cooksville, Ont. 
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mational Trucks are strictly right on the 
b because they incorporate all the advan- 
es a service truck should have. They’re 
wed, dependable, economical to operate. 


The all-steel service-utility bodies are 
\led into one rugged unit. Compartments 
jbins are of various sizes to accommodate 
your equipment—all have safety-rolled 
ss. Compartments are of weather-tight 


ight on the job! 


construction. Drip mouldings pressed into 
the body shell prevent screws and bolts from 
working loose or rusting out. 


There are many International Trucks to 
choose from. Your International Dealer or 
Branch can help you find the one that’s right 
for your job. 


INTERNATIONAL HARVESTER COMPANY * CHICAGO 


International Harvester Builds’ McCormick Farm Equipment and Farmall Tractors... Motor Trucks...Industrial Power...Refrigerators and Freezers 


Better roads mean a better America 





INTERNATIONAL “> TRUCKS 
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“Standard of the Highway” 





International L-130 series with special serv- 
ice-utility bodies—115 and 134-in. wheel- 
bases. GVW’'s from 6,800 to 8,600 Ibs. 
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Indication of Acceptance 


About one-third of all of the electric companies having 
operating revenues in excess of $45,000,000 have employed the 
services of our organization to assist in the solicitation of proxies 
for meetings of their stockholders. 

The management of these and many other electric, gas and telephone 
companies find our services insure prompt and gratifying stockholder 
response. This is attested to by unsolicited letters of commendation and 


repeat employments. Please send for further information. 


DUDLEY F. KING 
Proxy Soliciting Organization 


70 PINE STREET, NEW YORK 5, N. Y. 


RUNNE 


| National coverage provided through Zone Managers located in 30 principal cities 



































If the service we render borders at times on the 
spectacular it is because we are better equipped in 
all phases of our work to do the unusual things 
demanded of us. And if your present financial printing 
arrangements do not give assurance of that kind of service 
it would be a wise course to try 


L { & Cc | L Rh financial printers 


NEW YORK (6): 130 Cedar Street * WOrth 4-3760 
CHICAGO (5): 732 Sherman Street * WAbash 2-400! 





Specialized service in all 
documents relating to 
corporate finance and 
stockholder and public relations. 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 





ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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it’s faster to hang a wall than to pile it up... 


Little blocks, say 2” x 4’ x 8’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25". 


Q-Panels, 3" in depth with 114" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectural 
expression. 


H. H. ROBERTSON CO., PITTSBURGH, PA, 
2424Formers Bank Building EPR) Offices in 50 Principol Cities 
Pittsburgh 22, Peaasylvenia + AP r" World-Wide Building Service 
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THREE SERIES OF 


PROVIDE THE SENSITIVITY 
YOUR APPLICATION REQUIRES 


g FULLY ADJUSTABLE AS TO 
RANGE AND SENSITIVITY 


@ VISIBLE CALIBRATED DIAL 
@ BOURDON TUBE OPERATED 


gm MERCOID SEALED 
MERCURY CONTACT 


There is a Mercoid DA Pressure Control for your particular 
application in pressures varying from 30” vacuum to 2,500 
p.s.i. (available in many different circuit arrangements). 


Apart from bourdon tube operated pressure controls, Mercoid 
offers a line of bellows and diaphragm actuated controls. 


Explosion-proof and weather-proof cases are adaptable to 
practically all series. 


If you have an automatic control problem involving the control 
of pressure, temperature, liquid level or mechanical movement, 
write for Catalog No. 700A. 





THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO, ILL. 
NEW YORK: 205 £. 42nd ST. © — PHILADELPHIA: 3137 N. BROAD ST. 
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ELLIOTT MOTORS 
serve utilites well/ 


ee al 





LARGE MOTORS of Elliott “Fabri-Steel” 


construction are more and more in evidence in 


Two Elliott 600-hp, 3570-rpm, 
two-pole squirrel-cage induction 
motors driving boiler-feed 
pumps in a prominent eastern 
station. Elliott motors are also 
used in this plant for driving 
coal pulverizers, induced-draft 
and forced-draft fans, ash sluice 
pumps, etc. In outdoor splash- 
proof design, Elliott motors oper- 
ating in the open, exposed to all 
weathers, are also serving utili- 
ties all over the country. 


ELLIOTT Company 


Ridgway Division CROCKER-WHEELER DIV., AMPERE, N. J. 
Plants at: JEANNETTE, PA. « RIDGWAY, PA. 
RIDGWA Y, PA. AMPERE, N. J. ¢ SPRINGFIELD, O. e NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 


utility service. These motors are actually tai- 
lored of steel plate, flame-cut, electrically welded 
throughout, and machined to close limits where 
required. This construction allows a new free- 
dom of motor design, great rigidity, positively 
maintained air gap, extremely easy access, and 
lower maintenance. 

Available in all required types and enclosures. 


Bulletins on request. 
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Edison Electric Institute, Industrial Relations Committee, begins meeting, New York, 
N. Y., 1952. 





Institute of Radio Engineers-American Institute of Electrical Engineers will hold joint 
high frequency measurements conference, Washington, D. C., Jan. 14-16, 1953. 





Canadian Electric Association, Engineering Division, Eastern Zone, will hold meeting, 
Halifax, Nova Scotia, Canada, Jan. 15, 16, 1953 





National Association of Home Builders of the United States will begin meeting, 
Chicago, Iil., Jan. 18-22, 1953. 








| Pipe Line Contractors Association will hold annual convention and exhibition, Houston, 
Tex., Jan. 19-21, 1953. 





American Institute of Electrical eee will hold winter general meeting, ® 
New York, N. Y., Jan. 19-23, 1953 





New Bagiond Gas Association, Operating Division, will hold mecting, Boston, Mass., 
Jan. 20, 1953. 





Merry Christmas, 1952! 





Canadian Electrical Association, Seles Division, will hold meeting, Niagara Falls, 
Ontario, Canada, Jan. 22, 23, 195: 





Compressed Gas Association will hold annual convention, New York, N. 
26, 27, 1953. 





American Society ff Heating and Ventilating Engineers will hold meeting, Chicago, 
Iil., Jan. 26-29, 19 





National Rural Electric oo oa 'e Association will hold annual mecting, San 
Francisco, Cal., Jan. 26-29, 195; 





Y American Gas Association will hold home service workshop, Dallas, Tex., Feb. 2-4, 
1953. 














q National Association “ ogee Engineers will hold short course in corrosion, ‘S) 
Berkeley, Cal., Feb. 2- 53. 
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Courtesy, Boston Edison Company 


An Icon of Public Service 
Artistic photographic study of power turbine assembly. 
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The Electric Light and Power 


Industry Looking Ahead 


This article is a compilation of a number of cogent 
points made by the author in a recent series of state- 
ments on the future of the electric industry. 


By BAYARD L. ENGLAND* 
PRESIDENT, EDISON ELECTRIC INSTITUTE 


for peace, security, and the good 

life, our public figures, news- 
paper writers, and commentators keep 
harking back to the past terrible wars 
and horrors of the great depression. 
We cannot live backward, we can only 
use the past as a guide and teacher 
for preparation for the future. All 
that has gone before, especially the 
past twenty years, is too frequently de- 
picted as radical or reactionary, vi- 


Bie by frustrations in a search 


*For additional personal note, see “Pages 
with the Editors.” 
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cious or beneficial, broad in concept 
and execution, or narrow and restric- 
tive of liberty, depending upon the 
political and economic preconceptions 
and orientation of speaker and 
listener. 

We of the electric industry, by the 
very nature of the essential service we 
provide, are closely akin to those first 
trail blazers and road builders who 
started America off on the right track. 
Since the beginning of our industry 
seventy years ago, we have always 
been at the forefront, hard at work on 
DEC. 18, 1952 
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the road of farm, home, and industrial 
progress which America is traveling. 

In this advance position, we can 
see the obstacles to be overcome, the 
opportunities ahead, and the direction 
the road should take for the benefit 
of all the American travelers. And we 
have come to the full realization that 
there are those who are not so much 
interested in building this road as 
they are in blocking it, and wrecking 
what has already been done. 

These demolition experts have been 
trying for twenty years to shove the 
electric companies aside. They have 
not succeeded yet, and we cannot al- 
low them to succeed in the future. We 
know, and there are clear indications 
that others are learning, that as the 
electric companies go, so will go free 
enterprise—either forward to new 
achievements, or over the edge into 
eventual nationalization. 


ig peer is this drive more plainly 


embodied than in the Interior 
Department’s program, which has 
been clearly outlined on numerous oc- 
casions by high officials. On every 
side, we see evidences of the heavy 
campaign being conducted for Fed- 
eral generating plants and Federal 
transmission lines. If the Interior De- 
partment succeeds in carrying out its 
plans, Socialism must eventually re- 
sult—not just for the electric indus- 
try, but for other industries as well. 
What is required from electric com- 
pany leaders is genuine industrial 
statesmanship, which can see, without 
blinking, the full consequences of com- 
pletion of the government power pro- 
gram, and which can work, forcefully 
and effectively, to prevent the eclipse 
of the investor-owned electric industry 
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and, what is far worse, the following 
inevitable plunge of the American 
people into socialistic darkness. 
Incidentally, an outstanding ex- 
position of Federal power schemes, 
their aims, and effects is contained in 
the paper presented this year by Jack 
Corette, president of The Montana 
Power Company. Mr. Corette also 
makes some sound suggestions as to 
how the electric companies can cir- 
cumvent government power’s destruc- 
tive intentions and assure the bright 
future which we know is possible in 
this nation. (This paper, under the 
title “Have the Private Power Com- 
panies Any Future?” was published 
in the July 31, 1952, issue of Pustic 
UriLities ForTNIGHTLY. ) 


W: have heard so much of the 
growth of Socialism, the repres- 
sive hand of big government, and the 
futile efforts of our industry to ad- 
vance the aims of private enterprise 
that a stranger to our land might ex- 
pect to hear the dying gasps of inde- 
pendent business. The record does not 
suport these views. Ours is an inde- 
pendent business and it is not in its 
death throes. Out of $4,965,000,000 
of revenues received in 1951, we paid 
$610,000,000 in Federal income taxes 
alone, and in fact our customers paid 
us a total of $1,150,000,000 for taxes 
which we handed over to local, state, 
and Federal governments. Only a 
strong private business could act as 
government’s tax collector to that ex- 
tent. 

We must look forward but with 
eyes and minds trained in the past. 
Our language, customs, traditions, 
mathematics, and science, as well as 
our moral and ethical viewpoints, have 
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deep roots in the past. These we must 
recognize and use to build our lives 
in the future, welcoming change and 
testing each new idea, rejecting or ac- 
cepting it in terms of our experience 
as a free people. 

I note from records of the past that 
in 1925 our engineers and managers 
provided 21,472,000 kilowatts of 
name-plate capacity to meet 14,150,- 
000 kilowatts of noncoincident loads. 
This corresponds to spare and reserve 
capacity of 52 per cent. Due to the 
great depression, this percentage rose 
to 89 per cent in 1932. Yet advance- 
ments in the art, tight managerial con- 
trol, and co-operative activity between 
systems, a top quality of service with 
less than 12 per cent reserve and spare 
capacity was achieved in the years 
since 1945. This is solid achievement, 
even though we may wish for a little 
greater margin for greater operating 
comfort. 


HERE is no foreseeable limit to 

the market for electricity, and its 
importance to every phase of the na- 
tion’s life continues to increase, and 
the record shows phenomenal growth 
in use. The output of electric power 
in the United States doubled in the 
decade from 1931 to 1941 and doubled 
again in the decade from 1941 to 
1951, with the long-range trend of 
growth from 1920 to 1951 being 7.1 


per cent compounded. In the past 
decade it has been 8.6 per cent com- 
pounded. Power system load fore- 
casters are using a long-range trend 
which averages for the country as a 
whole from 5 to 64 per cent per an- 
num compounded. At a compound 
rate, all these percentages contemplate 
in fifteen or twenty-five years ahead 
huge increases in the sale of electrici- 
ty. 

As a matter of fact, the resulting 
figures are so large that government 
agencies have used them to say that 
the job is too big for private capital 
alone. In proportion, however, the 
anticipated increases are no greater 
than the industry has dealt with for 
decades, and viewed from the stand- 
point of the supply of power and the 
supply of electrical consuming equip- 
ment, appliances, and devices, the in- 
dustry and the manufacturers of 
equipment were never better prepared 
to develop and supply adequately 
these potential market additions. 


HE electric companies are doing 

a record-breaking job in con- 
structing power facilities needed for 
making the American highway to the 
future. At the end of World War II, 
the electric utility companies had an 
investment in plant and equipment of 
about $14.5 billion, after sixty-three 
years of epoch-making progress. Ir. 


essential service we provide, are closely akin to those first 


q “WE of the electric industry, by the very nature of the 


trail blazers and road builders who started America off 
on the right track. Since the beginning of our industry 
seventy years ago, we have always been at the forefront, 
hard at work on the road of farm, home, and industrial 
progress which America ts traveling.” 
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seven short years since 1945, the elec- 
tric companies have nearly equaled 
that figure in new construction, with 
expenditures of about $113 billion, 
and are now engaged in expansion 
plans that will raise the total since the 
war to $18 billion by the end of 1954. 

Our expansion program embodies 
a host of financial, technical, and or- 
ganizational accomplishments which 
are not only concrete in themselves but 
point towards even greater achieve- 
ment to come. However, there is a fac- 
tor which cannot be blueprinted, fi- 
nanced, or put through an electronic 
business machine and on which all 
else depends—the electric companies’ 
spirit of service. 

Today, the American who sees him- 
self increasingly dependent on electric 
power is increasingly appreciative of 
that spirit. We who render electric 
service have a responsibility of awe- 
some proportions which grows auto- 
matically as more electric power 
is utilized in more ways. With this 
expanding responsibility must go an 
ever-greater sense of service, to in- 
spire our own activities and to keep 
the public good will and backing 
essential to progress. 


First Glance into the Future 


HE President’s Materials Policy 

Commission in June of this year 
suggested that in twenty-five years we 
may expect the demand for electric 
energy to increase two and one-half 
times as a result of the predicted 
doubling of the nation’s industrial 
output. In 1951 there were 434 billion 
kilowatt hours developed by all plant 
regardless of ownership or use for 
central station or noncentral station 
purposes. The 1975 forecast of pro- 
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duction by the commission is one tril- 
lion, 400 billion kilowatt hours. The 
analysis of the forecast of generation 
of 1,400 billion kilowatt hours indi- 
cates 311 billion kilowatt hours for 
residential service, 194 billion for com- 
mercial purposes, 677 billion for in- 
dustry, and losses plus miscellaneous 
uses, 218 billion. 

While this forecast presents a for- 
midable challenge to the wisdom and 
managerial skill of our privately 
owned central station systems, we 
have no doubt that all demands for 
electricity in our service area will be 
met. The requirements for expansion 
to meet these predicted needs have 
been stated by the commission as fol- 
lows: 


First, every opportunity must be 
taken to harness undeveloped water- 
power potential at a rapid pace, wher- 
ever economically feasible, Since much 
of this development will have to be at 
Federal multipurpose sites, govern- 
ment surveys, planning, and authori- 
zation and appropriation procedures 
should be markedly hastened. 

Second, full advantage should be 
taken of opportunities that exist to im- 
prove technical efficiencies and other- 
wise effect economies to hold down or 
reduce costs of electricity production, 
particularly in thermal generation 
plants. 

Third, existing capacity and future 
installations should be geared into 
broadly designed, integrated opera- 
tions covering wide regions. This ap- 
proach holds a great promise for the 
most efficient use of sources of elec- 
tric power. 


AS to the second and third require- 
ments, we are well ahead of the 
commission, since essentially they de- 
scribe long-continuing practices of our 
electric companies. 
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Keeping the Record Clear 


cé HERE can be no doubt that the contrast between electric com- 

panies and government projects is a vivid one, and capable 
of making a strong impression on Americans who still believe in the 
rights and freedom of men. It is our duty to maintain that contrast 
between free enterprise at its best and government bureaucracy and to 
make sure that it is brought strongly to the attention of the people.” 





We are also in agreement that op- 
portunity must be taken to harness un- 
developed water-power potential— 
wherever economically feasible. We 
cannot agree however as to the wis- 
dom of “much of this development” 
under Federal auspices. 


T= point brings up another chal- 
lenge which we are fully capable 
of meeting through thoughtful action. 
I refer to the report of another of the 


President’s commissions, the one 
which issued “A Water Policy for the 
American People.” Again and again 
throughout that massive propaganda 
document it was held that the Federal 
government must of necessity be the 
leader in planning and developing the 
country’s hydraulic resources. What 
we must demonstrate by examples 
from the past and concrete plans for 
the future is that furnaces, boilers, 
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turbines, generators—hydro as well as 
thermal—switchgear, relays, integrat- 
ing procedures, incremental loading 
schedules, and mass organizing tech- 
niques were not invented, developed, 
or brought to commercial and indus- 
trial fruition by government, but by 
our citizens working outside of it. 
By way of illustration, who effected 
the reduction in the coal rate from 7 
to 10 pounds per kilowatt hour to 1.14 
pounds ? Who designed and made pos- 
sible the great interconnections of sys- 
tems with the pooling of capacity? 
(The Pennsylvania-New Jersey inter- 
connection is a perfect example, as is 
the 24-state power pool extending 
from the Gulf to the Great Lakes 
where the 1951 peak load of 25,000,- 
000 kilowatts was twice that of Great 
Britain.) Who pioneered in the de- 
velopment of the increase in voltage 
in transmission networks with the 
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ultra rapid reclosure breakers so that 
when a circuit is interrupted, the 
breaker recloses before the load on the 
circuit has a chance to find out it is 
without power? Was it government, 
or was it the untold thousands of 
scientists, engineers, chemists, metal- 
lurgists, and technicians working in 
private industry? 


HE basic consideration in our 

plans for the future relates to the 
number of people our country will 
have and their manner of living. A 
backward look will help to forecast 
the future. In 1930 we had a popula- 
tion of about 123,000,000, in 1940 
about 132,000,000, by 1950 there were 
151,000,000, and by 1975 we may ex- 
pect 190,000,000. In 1940 we had 
about 25,000,000 residential or do- 
mestic consumers alone, or one con- 
sumer for every five persons. By 1950 
this ratio had changed to one for every 
four. Supposing that by 1975 we had 
one consumer out of every three peo- 
ple, our plans for outside plant alone 
would have to contemplate 63,000,- 
000 customers. 

What kind of homes will these cus- 
tomers present to the privately owned 
electric power industry for service? 
By 1975 the home may have a con- 
nected load of 50 kilowatts and a de- 
mand of 10 kilowatts. It may con- 
sume 25,000 kilowatt hours per year. 
It will have fully equipped electric 
kitchens of revolutionary design and 
appearance. It will be heated and 
cooled according to requirements by 
the heat pump and, in some instances, 
heated by radiant space-heating units. 
It will have complete light condition- 
ing and permanently installed sun 
lamps. It will have numerous color 
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television units and remotely con 
trolled wiring for sound and intercom 
municating systems. It will have ; 

all-electric laundry, probably full 
automatic in design and streamlined 
in appearance. This latter feature ma 
come about through the development 
of revolutionary new textiles requirfii 
ing different laundering methods. The 
window forms, furniture designs, cong 
struction materials, and space shapes 
will probably bear very little resem 
blance to the homes of 1951 and 1952 


He much of this prediction come 
true and becomes widespread de 
pends toa large part upon our continu 
ing to render a high quality of serv- 
ice, which must be based on equitable, 
economically sound, promotional rate 
schedules. Advantageous financing; 
must be sought and applied to con-@iri 
struction of facilities in the next 
twenty-five years and it will rest 
heavily upon these two considerations. 
Utility company annual reports to 
come in 1955, 1965, and 1975 now be- 
come more important than those for 
1951 and 1952. What will be our op- 
erating budgets, our construction 
budgets, our capital requirements? 
What can we expect of advancements 
in the arts with respect to accelerating 
obsolescence or effecting new econo- 
mies? What should our depreciation 
policies be? These are but a few of the 
pressing questions which government 
cannot answer but which we as 4 
great economic force must answer. 
We do not seek nor need govern- 
ment subsidies. We also do not want 
unfair competition on the industrial 
and business level from our govern- 
ment. We favor sound and competent 
regulation, both Federal and state. 
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his helps to keep our wits sharp and 
wr public satisfied as to the reason- 
bleness of our prices and our sup- 
fiers Of funds with which to build 
onfidence that rate regulation is 
sound and not punitive. 

Government at all levels can help 
in the conservation of materials and 
aaman power by promoting an atmos- 
phere in which strong independent 
gmctility systems can co-ordinate their 
jonstruction programs and pool ther 
generating resources to take advan- 
tages of time differences, differences 
in shapes of load curves, and all the 
other factors which make integration 
economical in the technological sense. 


_— development, a wide field 
which is swiftly increasing in 
importance, is attracting growing elec- 
tric company interest. It is easy to 
understand why this should be. Unlike 
manufacturing plants or other enter- 
prises, an electric company cannot pull 
up stakes and move out of a locality 
if conditions are not to its liking. With 
its service extended into every phase 
of community life, an electric com- 
pany which helps to promote the 
prosperity of its community will gain 
both tangible financial benefits and 
customer and public good will — an 
intangible whose presence or lack 
often produces very tangible effects. 

Emphasis in area development has 


thus far been primarily on industrial 
and agricultural improvement, in co- 
operation with other interested local 
groups and organizations. 

Through concerted community 
effort, with the local electric company 
taking a leading part, new manufac- 
turing plants have been established, 
new methods, and more profits, have 
been brought to existing industry and 
to the farmstead. But the vast possi- 
bilities of area development activities 
have barely been tapped. Here is a 
challenge worthy of the best men in 
the industry, and one which holds 
great potential rewards. 

In the technical field, too, there re- 
mains a great deal to be done as we 
advance on the long road ahead. Engi- 
neers and technical people are, and 
always will be, engaged in a multitude 
of carefully planned and organized 
approaches to improvement, refine- 
ment, and development, and in the 
constant pushing away of roadblocks 
to greater efficiency and economy of 
operation in the electric systems of the 
nation. 


HE engineers who are moving 

forward in the atomic-electronic 
age have opportunities for original 
contribution which could very well 
dumfound those who have come be- 
fore. And never have scientists, engi- 
neers, and technical people been held 


= 


sentatives in Congress may soon bring the day when Federal 


q “THERE are indications that the people and their repre- 


power operations will be taxed and will have to pay their 


full costs. Under the tax burdens imposed by huge Federal 
expenditures, more and more Americans are reluctant to 
see these privileged government enterprises escape from 
sharing the load.” 
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in such high universal esteem as they 
are now—a tribute both to what they 
have accomplished in the past and to 
their ability to bring about even 
greater wonders in the future. 

It has always been true, in the de- 
velopment of American industry, that 
technical advances and enterprising 
salesmanship have gone together. The 
salesman takes the result of technical 
ingenuity to the people, and, fre- 
quently, must overcome mistrust and 
inertia in demonstrating how the in- 
novation may be of service. His suc- 
cess opens markets and brings home 
revenue which encourages and makes 
possible further technical progress for 
the benefit of the public. But without 
the creative activity by which the tech- 
nical man improves and develops prod- 
ucts and services, the salesman would 
be helpless—with nothing to sell. 

In the complex corporate structures 
of today, there is frequently a tend- 
ency to lose sight of the vital linkage 
between these two functions, which in 
themselves seem so widely different. 
But the very difference between the 
two poles of engineering initiative and 
inventiveness and commercial enter- 
prise provides the stimulating current 
which makes possible the progress now 
accepted by Americans as a hallmark 
of their way of life. 


neue continues to be a most 
important phase of electric indus- 
try achievement. To insure the sound 
growth of revenues required, to make 
the most of adjusted rate structures, 
today’s salesman must, in his load- 
building activities, exercise skill and 
understanding to a degree that would 
amaze his pioneering predecessors. He 
must make sure that the expensive 
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equipment which provides the service 
he sells, works to its best revenue. 
producing capacity so that revenues 
will keep pace with the expansion of 
productive facilities. In turn, a good 
revenue record makes it easier to call 
forth financial resources needed for 
plant expansion. 

It is clear that the interaction of 
highly specialized talents of many 
kinds is required in developing tomor- 
row’s electric industry. And, in deal- 
ing with many problems which are 
common to all electric companies, 
there has been increasing co-operation 
among organizations and individuals 
which has been most encouraging and 
productive. 

This co-operation is clearly evident 
in the functions of the Edison Elec- 
tric Institute’s committees. To be 
frank, until I took over the president’s 
post, which seems to be a highly mo- 
bile one, I had no idea of the extent 
and value of the contributions of the 
some fifty working groups in the EEI 
committee organization. 

Every significant area of electric 
operation is covered. Well over one 
thousand experts in their chosen fields 
from electric companies throughout 
the nation serve as committee mem- 
bers. In a sense, they are the indus- 
try’s scouts, moving ahead of the main 
advance, reporting on_ possibilities, 
offering suggestions as to the best way 
to handle an accounting problem, a 
safety campaign, a financing question 
—considerations of every kind, large 
or small, which conceivably could 
affect a company or the industry in its 
service to the public. 


N view of the intensity and diversity 
of the industry’s effort in behalf 
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Business Must Look before It Leaps 


ee enterprise leadership has always had to demonstrate its 
capability to carry out desirable aims, before successfully enlist- 
ing the support of the people. On the other hand, political leadership, 
once in office, has the impersonal force of government behind its 
decisions, whether they are right or wrong. The stronger the hold of 
government over groups and individuals, the less necessity is there 
for the dominant political leader to consider the best interests of 
his countrymen.” 





of the public electricity supply, we 
may occasionally feel that we are not 
appreciated by the people as we should 
be. Naturally, most people haven’t 
the time or the inclination to know as 
much about our business as we do— 
they have their own problems. If the 
fullest practical measure of public un- 
derstanding is to be gained, we must 
present our case patiently and continu- 
ally, making sure that what we say 
and what we do are consistent, and 
filling in the broad outlines of our 
story with the facts needed to carry 
conviction. 

Americans have always had to be 
shown—our almost instinctive refusal 
to take anything at face value is one 
of our democracy’s greatest safe- 
guards. We of the electric industry 
@can bear this out. For twenty years 
now, we have been under heavy attack 
by the advocates of government 
power, yet there are reassuring indi- 
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cations that their sound and fury are 
falling on increasingly unconvinced 
ears. 


been may remember the big govern- 
ment project dedication at the 
beginning of July, which produced 
much publicity concerning unfavor- 
able remarks made there about the 
electric companies. Shortly after, a 
telephone call was received at institute 
headquarters from a man who identi- 
fied himself as a union member in the 
postal service. He said he and some 
co-workers had looked up Bureau of 
Labor Statistics figures comparing the’ 
cost of living with the cost of elec- 
tricity, and were astounded by what 
they found, especially in view of what 
had been said at the dam dedication. 
He wanted to know if we knew about 
these figures, because he thought they 
were most important to the electric 
companies’ case. 
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He had discovered that the cost of 
living index had climbed from an 
average of 99.4 in 1939 to 185.6 in 
1951—nearly doubling in twelve years 
—hbut the index for household elec- 
tricity had actually declined in the 
same period from 96.2 to 91.2. 

As we know, electric service repre- 
sents less than one per cent of the 
family budget, and over all the cost 
of living is continuing to show its 
record-breaking abilities. 

Other facts and figures are avail- 
able to Federal power advocates, but 
they show little desire to bring them 
before the people. Americans should 
not have to dig after the data which 
are developed by tax-supported agen- 
cies—the facts should be made widely 
available whether they hurt pet gov- 
ernmental schemes or not. 


ty constant Federal power claim 
is that competition from Federal 
projects forces the electric companies 
to keep their rates down. These gov- 
ernment power promoters are holding 


back the truth from the American 
people to further the cause of social- 
ized electricity. The incontrovertible 
facts, borne out by the statistics avail- 
able in every Washington office deal- 
ing with electric power, are these: 

The largest decreases in electricity 
prices came long before Federal proj- 
ects were more than planners’ dreams. 

From 1882 to 1913, the average 
price per residential kilowatt hour 
came down from 25 cents to 8.7 cents 
—a decrease of more than 16 cents, 
back when a penny would buy a 
penny’s worth. 

Further advances in technology and 
operation made it possible to get the 
average price down to 5.6 cents per 
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kilowatt hour by 1932, a decrease of 
a little over 3 cents in the ninetee 
years preceding the New Deal-Fai 
Deal era. 

In the following nineteen years, the 
price of a kilowatt hour of household 
electricity declined to an average fo 
1951 of 2.81 cents —a_ decrease 
smaller than the decline shown in the 
nineteen years prior to 1932. 

The invasion of the Federal govern 
ment in the power field during thi 
period did not accelerate the long 
established downtrend in electricity 
rates. In fact, government fiscal poli 
cies made it difficult to keep the price 
trend down at all. Inflation has caused 
costs of electricity generation to sky 
rocket and taxation has become an 
increasingly heavy burden. 


Ber are another subject on 
which the truth should be told. 
Taxes are the electric companies’ 
largest item of expense, amounting in 
1951 to over $1 billion. Of every dol- 
lar in revenue coming in, about 23 
cents were turned over to the Federal 
and local governments as taxes. If the 
companies were as free from taxes as 
Federal projects are, they could afford 
to cut their household electricity prices 
in half. 

On the tax score, the British have 
set our government power advocates 
an example which they have not been 
inclined to follow. Not only is 
Britain’s nationalized power a system 
liable to taxation, it must also pay 
interest on its capital investment and 
on the new money it raises. In addi- 
tion, the British Electricity Authority] 
is required to charge sufficiently high 
rates to cover all expenses incurred by 
the system as a whole. It is clear that 
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fa there is no real magic in government 
power which sets it above economic 
law. In this country, the pulling of 
taxes from the people for government 
eg power has become more obvious and 
the taxes more painful. 

When our Federal power projects 
fnally are forced to assume their 
financial and tax responsibility, the 
preference clause in favor of local 
governmental power systems and co- 
operatives will lose its advantage. 
Without the subsidy, most gov- 
ernment power will be more ex- 
pensive than power produced by 
the companies. 


HERE are indications that the 

people and their representatives 
in Congress may soon bring the day 
when Federal power operations will 
be taxed and will have to pay their 
full costs. Under the tax burdens im- 
posed by huge Federal expenditures, 
more and more Americans are reluc- 
tant to see these privileged government 
enterprises escape from sharing the 
load. 

In addition to this consideration, 
other signs are appearing which give 
strong hope that the tide of federal- 
ized power may rise no higher, unless 
there is a fundamental upheaval affect- 
ing equally all of America’s economic, 
political, and social institutions. This 
seems most unlikely now that there 


q 
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are positive indications of increasing 
public disillusionment with left-wing 
theory and practice. 

In a few years, much of the poten- 
tial water power of the streams in 
most parts of the country will have 
been developed by private as well 
as governmental agencies. This will 
largely remove flood control, irriga- 
tion, and navigation as excuses for 
huge government appropriations for 
power projects. Without these con- 
stitutional disguises, government 
power advocates will have to cam- 
paign for steam power plants to 
further their goal of federalized 
power, and, with the issue between 
government power and free enterprise 
electric service thus openly drawn, 
the electric companies should find 
definite advantage on their side. 

I am greatly encouraged as to the 
soundness of the electric companies’ 
position now and in the future by the 
recent acts of Congress, which show 
antipathy to the practice of building 
duplicating transmission and steam- 
generating facilities, and by the con- 
gressional insistence upon contracts 
to use existing facilities to avoid this 
wasteful and destructive practice. 
| ig has become apparent that the 

people living in many localities, 
through their elected officers, have 
grown more critical of the bureau- 


“TaxEs are the electric companies’ largest item of expense, 
amounting in 1951 to over $1 billion. Of every dollar in 
revenue coming in, about 23 cents were turned over to the 


Federal and local governments as taxes. If the companies 
were as free from taxes as Federal projects are, they could 
afford to cut their household electricity prices in half.” 
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cratic attitude and procedures of the 
agents of the Federal government. 
The natural and more lasting advan- 
tages of the free enterprise system 
over a Socialism have become clearer 
to them, even above the allurements 
of the pork barrel. 


AS an over-all measure of how rela- 
tions between the companies and 
the Federal agencies have been pro- 
gressing, I should like to point out that 
investor-owned companies produced 
93 per cent of the power output in 
America in 1937. This dropped to 
814 per cent in 1944, and in 1951 it 
was the same. For the past eight years 
it has held about steady. When the 
large plants under construction on the 
Columbia and the Missouri are operat- 
ing, this percentage may dip for a 
time, but it should turn back again as 
the supply of power from other 
sources catches up again. 

We of the electric companies have 
an essential faith in our industry, and 
it has motivated vigorous responses to 
the threat of government power. We 
have also seen that this faith is part 
and parcel of a strong loyalty to 
America’s free institutions, which en- 
courages the growth and development 
in the public service of an industry 
like ours. We are no longer a single 
voice crying in the wilderness of bright 
and poisonous economic and political 
theories into which the nation has 
been, perhaps unwittingly, led in the 
last two decades. There are strong 
indications that the people wish to 
seek a better way to the future. 

I think an important factor in this 
shift has been the increasingly clear 
difference between electric companies 
and government power projects. Our 
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faith in ourselves is also a faith in the 
American people, because, after all, 
our customers, our stockholders, our 
employees, are America. But govern- 
ment power promoters have faith only 
in government planning, which only 
they can represent—hence, their ambi- 
tion is to take away individual re 
sponsibility and substitute government 
control. 


BY performing power supply duties 

efficiently and considerably, by 
acting as good citizens in our com- 
munities, the nation’s electric com- 
panies bring into focus the senseless 
and destructive motivations of govern- 
ment power, so that the people can 
see — and act. The ruthless bureau- 
cratic selfishness involved in govern- 
ment projects is being demonstrated 
now as it has never been before—at 
Niagara Falls, on the Roanoke river, 
in Hell’s Canyon, and in other places 
in the nation—and we must make sure 
that the people have full realization 
of the significance of what is being 
attempted. 

Because we have been subjected so 
long to unfair competition, we may 
not realize completely how well we 
stand in comparison to the government 
invaders, and we may not have made 
this relative position plain enough to 
the public. Here is a 10-point com- 
parison, which summarizes in a gen- 
eral way the characteristics and mo- | 
tives of electric companies and gov- 
ernment power projects. Applied to 
the industry or to individual electric 
companies with supporting facts, such 
a summary could have an eye-opening | 
impact on many people, and show 
clearly with whom their welfare and 
future lie: 
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The Growth of Electric Service 


ce HE basic consideration in our plans for the future relates to 

the number of people our country will have and their manner 
of living. A backward look will help to forecast the future. In 1930 
we had a population of about 123,000,000, in 1940 about 132,000,000, 
by 1950 there were 151,000,000, and by 1975 we may expect 
190,000,000. In 1940 we had about 25,000,000 residential or domestic 
consumers alone, or one consumer for every five persons. By 1950 

this ratio had changed to one for every four.” 





mg electric operating companies 
are distinctly local units, respon- 
sive to community needs and active 


in community improvement. In con- 
trast, governmental power projects are 
responsible to centralized bureaucratic 
authority, and local communities have 
small voice in their affairs. 

Second, electric company trustee- 
ship of electricity supply in the public 
interest is carefully watched over by 
duly constituted local, state, and 
Federal regulatory commissions and 
agencies. 

But government power ageiicies 
are not subject to regulatory author- 
ity, and make their own rules. 

Third, electric companies provide 
millions of dollars annually in taxes 
to support government, while, instead 
of providing tax support, government 
projects draw on the tax money of the 
nation to subsidize their activities. 
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Fourth, electric companies operate 
in the best tradition of the American 
enterprise system, an integral part of 
our heritage of freedom. But, govern- 
ment projects, if spread throughout 
the land as advocated by their sup- 
porters, would place the economic and 
social life of whole regions in the con- 
trol of small groups of politically 
appointed administrators — gravely 
endangering American democracy. 

Fifth, electric companies direct their 
energies to the improvement of elec- 
tric service and the promotion of its 
use for the benefit of all their cus- 
tomers, increasing the ease with which 
they may develop — in business or 
otherwise — as free people. On the 
other hand, Federal government proj- 
ects which produce power and engage 
in other activities are able to exert a 
dominant influence over the people 
dependent upon them, and seriously 
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restrict free development whenever it 
suits the agency bureaucrats. 


eee, electric companies pass on 
the benefits of increased operating 
efficiencies to the public in the form 
of lower rates, in keeping with the 
economics of the business. But gov- 
ernmental projects set rates at politi- 
cally pleasing levels and make up 
power costs with the aid of allocations 
to other activities and by drawing 
money from the public treasury. 

Seventh, electric companies are 
owned by millions of stockholders in 
every walk of life and thereby con- 
tribute to the financial security of mil- 
lions of Americans. But the nation’s 
taxpayers finance governmental proj- 
ects, whether they want to or not, and 
they have no direct vote or voice in 
how much of their money shall be 
spent or how it will be used. 

Eighth, electric companies have an 
excellent management-labor record, 
offering fair wages, job security, and 
other benefits, thereby attracting the 
above-average personnel needed to 
assure fine electric service. But politics 
enters into any government activity, 
power project or otherwise, often 
prompting selection of unqualified, but 
politically acceptable, personnel, and 
encouraging inefficient, even corrupt, 
operation. 

Ninth, electric companies must earn 
enough on their investment to attract 
and hold the support of investors, 
who, besides being owners of the 
business, are electric customers as 
well. To succeed in this, the electric 
companies emphasize efficiency, cour- 


tesy, and initiative in their operation, 
so that the public will be pleased with 
its service. On the other hand, gov- 
ernment enterprise does not have to 
pay its way, so waste, inefficiency, and 
stagnation are fostered, along with a 
careless and indifferent attitude to- 
wards the people served, who have 
no recourse beyond the government 
agency itself. 

Tenth, the electric companies’ rec- 
ord of past achievement shows they 
have never faltered in living up to 
their responsibilities; and their plans 
for the future indicate even greater 
accomplishment in the years ahead. 
But the record of government- 
dominated enterprises shows that they 
have contributed practically nothing to 
the technical advance of the electric 
industry ; that most advocates of gov- 
ernment in the power business are 
moved by political and ideological 
considerations ; and that in the future 
they hope to dominate the entire elec- 
tric industry and with it the economic 
and social life of the country. 


7. are the ten points of the 
electric industry, showing what 
Americans must choose between. 

There can be no doubt that the con- 
trast between electric companies and 
government projects is a vivid one, 
and capable of making a strong im- 
pression on Americans who still be- 
lieve in the rights and freedom of 
men. It is our duty to maintain that 
contrast between free enterprise at its 
best and government bureaucracy and 
to make sure that it is brought strong- 
ly to the attention of the people. 





DEC. 18, 1952 





Automatic Adjustment Clauses 
In Gas Rate Schedules 


PART II 


Recently, OPS handed down its long-awaited order curbing 

the operation of escalator clauses in natural gas contracts, to 

the extent that they would increase collateral rates (not directly 

under such contracts) above production price ceilings. The 

result of this controversial regulation has been to focus new 

attention on escalator clauses in natural gas supply contracts 
and rate schedules. 


By EDWIN FLEISCHMANN* 


HERE service has recently been 
W changed to natural gas, few 
escalator clauses appear in the 
rates. It seems hardly probable that 
this is due to refusal of a regulatory 
commission to permit their inclusion. 
Rather, one might suppose that the 
utilities chose not to have escalation 
because they considered their purchase 
contracts to be quite firm as to price; 
or because they felt that escalation of 
natural gas might be objectionable 
from the point of view of the cus- 
tomer; or perhaps they wished to get 
away from the billing complexities 
which are sometimes incident to it. 
If a cost-of-gas escalator is to be 
adopted, there are several complica- 


*For personal note, see “Pages with the 
Editors,” December 4, 1952, issue. 
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tions inherent in the proper applica- 
tion to the various classes of cus- 
tomers of the increases or decreases 
resulting therefrom : 

(a) Many pipeline rates and some 
contracts for emergency and other 
firm gas contain demand charge pro- 
visions, or requirements for the main- 
tenance of a fixed or minimum load 
factor. Under the usual procedure, 
both the demand charge and the com- 
modity charge are included in an 
average increment or decrement which 
is applied to all of the blocks of all 
of the rates. This is manifestly im- 
proper, since the changes in the de- 
mand element should relate only to 
those blocks of the rates in which the 
demand component is normally re- 
couped. The commodity portion of 


DEC. 18, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


the increase or decrease may properly 
be applied to all mcr sold. 

(b) Some of the present escalators 
in use endeavor to pass on to the ulti- 
mate customers additional taxes im- 
posed on the pipeline company and 
charged by it to the distributing util- 
ity. These charges also have a definite 
demand aspect and should be so 
apportioned in the rate adjustments. 

(c) In the case of interruptible 
schedules which are not entitled to 
firm service during peak time, the 
rates ordinarily include only a small 
portion of the demand component, 
since the system is primarily built to 
carry the winter peak. It is, therefore, 
improper to assign to these customers 
the same proportion of the increase 
of the demand charge increment as is 
apportioned to the firm gas users. 

(d) Where the pipeline company’s 
proposed rates go into effect under 
bond pending final determination by 
the Federal Power Commission, there 
will be difficulty in readjusting the 
rates to the finally prescribed level and 
making the necessary refunds, if any. 
If the charges have been carefully 
apportioned to the classes of cus- 
tomers, however, the problem will 
probably be no more complicated than 
it would be in the absence of an 
escalator. The state commission would 
doubtless have the problem of deter- 
mining the proper distribution of the 
refund. 

(e) Cost-of-gas adjustments can, 
of course, be made as frequently as 
necessary. The seasonal variations in 
the use and cost of the gas supplied 
may dictate that quarterly adjustments 
based on 12-month moving total of 
costs constitute a practical period for 
reviewing the cost increments. 
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(f) Finally, if cost-of-gas escala- 
tion is used, it is important that it be 
applied to all sales, rather than just to 
large industrial or commercial uses, 
as has been the case in the past. Of the 
21 utilities shown in Table III (Part 
I, December 4th issue, page 830) to 
have cost-of-gas escalation, 13 of 
them apply the escalation to all of their 
rates. It is unfair to ask the industrial 
customers to pay the added cost of 
gas for all of the sales, even if all 
of the added cost is in the nature of 
a commodity cost and related only to 
the quantity of gas consumed. Such 
a practice would be even more dis- 
criminatory if the change in purchase 
cost is in part a demand component, 
for which the responsibility of the 
interruptible customers is limited. 


4 I ‘HE foregoing implies that, for 


proper application of cost-of-gas 
escalator increments or decrements to 
the various classes of service and to 
the blocks of rates, there must be a 
thorough knowledge of the impact of 
the costs of operation on the various 
classes of customers. This may take 
the form of an occasional or even a 
continuous cost-of-service analysis 
based upon data which are usually 
available or can be obtained from the 
records of most gas utilities. Until 
recently, there has been some reluc- 
tance to attack this problem, but cost- 
of-service studies have been presented 
in a number of rate cases.* 


1Speaking of such studies, the California 
Public Utilities Commission has said: “These 
cost-of-service studies are very helpful to the 
commission and have been carefully considered 
in the establishment of the rates herein.” Re 
Southern California Gas Co. 50 Cal PUC 143, 
at page 165; 87 PUR NS 492. See also Re 
Coast Counties Gas & E. Co. 50 Cal PUC 781, 
at page 786 
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1. The Price of Competitive Fuel 
Pywsueaen fuel-price escalation 

introduces into the regulatory 
process, rate making almost exclusive- 
ly on the basis of value of the service, 
or what the traffic will bear. 

In manufactured gas utilities, the 
use of an escalator based on the price 
of competitive fuel has usually been 
confined to rates for house heating, 
where the effect of the escalator was 
to limit the growth of the load as 
fuel oil or coal prices rose, and to hold 
the gas load for the utility as they 
went down. The numbers of them in 
effect in the various states now, and 
over the past few years are shown in 
Table I below, for which data were 
taken from the same source as was 
used in the preceding tables. There has 
been a trend away from this type of 
escalation. 

When natural gas was first intro- 
duced and fuel oil was cheap, utilities 
were permitted to sell interruptible 
oil-well gas, which would otherwise be 


wasted, in competition with fuel oil, 
in order to realize something above 
their out-of-pocket expenses. It was 
assumed that the gas system would 
thus be better off and the firm cus- 
tomers would benefit. When fuel oil 
prices began to rise during and after 
the war, it became apparent that earn- 
ings resulting from competitive fuel 
escalation were very high. In Cali- 
fornia, which was one of the first 
states where large volumes of inter- 
ruptible natural gas were available, 
this type of escalation, now almost en- 
tirely confined to interruptible rates,’ 
is still in effect. One irrigation pump- 
ing schedule of Tucson Gas & Electric 
Company in Arizona is presently the 
only other natural gas rate containing 
a competitive fuel price escalator. 
Table II (page 901) shows the decline 


2 The firm industrial rates, and certain blocks 
of the general service tariffs of Southern 
Counties Gas Company of California, are at 
present the only firm gas rates in the state 
which are subject to change with the posted 
price of fuel oil. 


e 


TABLE I 
NUMBER OF DISTRIBUTING UTILITIES SERVING MANU- 
FACTURED, MIXED, OR LP-GAS HAVING COMPETITIVE 
FUEL-PRICE ESCALATOR CLAUSES IN RATE SCHEDULES 


AGA Rate 


Data Givenin AGA Rate Book-Latest 


Committee Report for: 
1949 1950 


Illinois 
Massachusetts 
Michigan 
New York 
Rhode Island 
Wisconsin 


Total 
Total 


plying Manufactured, Mixed, 


or LP-gas 388 


Percentage of Total Number 
with Competitive Fuel-price 
Escalation 


3.61% 


Revisions to 
1951 9/15/52 
3 
1 


— 
tw | We ewe 
_ 

S| NR RH & 


372 341 286 


3.23% 2.93% 2.80% 


Norte: Totals have been adjusted to eliminate duplicated figures result- 
ing where one utility serves in more than one state. 
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since 1949 in the use of these clauses 
throughout the country. 


HE California commission, in re- 

cent cases, has limited escalation 
to interruptible industrial gas rates.® 
It has also narrowed greatly the range 
in the posted price of fuel oil over 
which the price of gas could be 
varied.* In addition, it adopted the 
principle that escalation may take 
place within the prescribed range of 
oil prices only below the rates which 
the commission found to be fair and 
reasonable.’ The purpose of this rul- 
ing was to preserve for the company 
the original objective of competitive 
escalation, and thus to enable it to hold 
gas business which it might otherwise 
lose in a declining oil market. Suffice 
it to say that, from the point of view 
of cost, unless the natural gas dis- 
tributors’ purchase contracts contain 
an identical escalator keyed to the 
price of competitive fuel, the com- 
petitive fuel-price rate adjustment 
clause will, sooner or later, yield 
distorted results. 


8 Re Pacific Gas & Electric Co. 49 Cal PUC 
107 at page 125, 82 PUR NS 473. In Re Coast 
Counties Gas & Electric Co. 50 Cal PUC 781 
the prescribed rates contain an escalator clause 
only in the interruptible and resale schedules. 
Theretofore, firm industrial and large eneral 
service consumption had been escalated in both 
companies. 


449 Cal PUC 107 at page 124; 50 Cal PUC 
781. 


5 Re Southern California Gas Co. 50 Cal 
PUC 143 at pages 166-168; 87 PUR NS 492. 
The commission summarized its findings on 
page 170 thus: “The rates established in these 
schedules are considered reasonable as_ basic 
rates in view of all the testimony in the pro- 
ceeding. If, however, the price of oil should 
decline from its present level, the applicant 
should have the right to meet the competitive 
price. To this end, escalation between stated 
limits below the basic rates established herein 
is provided in the schedules.” 
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2. U. S. Department of Labor 
Wholesale Commodity Price 
Index 


NE of the earliest efforts to relate 

gas prices to the costs of doing 
business as reflected in the price in- 
dices of commodities is the one 
adopted a number of years ago by 
Florida Power & Light Company. 
The theory behind the clause is that 
a utility uses many types of material 
in its operation ; when these commodi- 
ties increase in price, the cost of do- 
ing business goes up for the utility 
as well. The clause has been quite 
successful in the Florida territory, 
although its use has not spread very 
widely to other utilities elsewhere. The 
Mississippi Power & Light Company 
had a similar clause in its tariffs in 
Clinton, Mississippi, prior to the 
transfer of its gas properties to Mis- 
sissippi Valley Gas Company January 
1, 1952. The present utility has this 
provision in only one of its schedules, 
and plans to eliminate it as occasion 
permits. 

It is possible that considerable dis- 
tortion of the correlation between 
rates and costs of service may result 
from the application of increments or 
decrements derived from the move- 
ment of a commodity index on a flat 
MCF basis, since there is no necessarily 
close connection between the costs of 
the commodities and the costs of 
making manufactured gas. No such 
clause is used by any natural gas 
company. 


3. All Operating and Maintenance 
Expenses 


HE most comprehensive adjust- 
ment clause is the automatic rate 


900 





AUTOMATIC ADJUSTMENT CLAUSES IN GAS RATE SCHEDULES 





TABLE II 
NUMBER OF NATURAL GAS DISTRIBUTING UTILITIES 
HAVING COMPETITIVE FUEL-PRICE ESCALATOR 
CLAUSES IN RATE SCHEDULES 


AGA Rate 


Data Givenin AGA Rate Book-Latest 


Committee Report for: 
1949 


Arizona 
California 
Louisiana 
Michigan 
West Virginia 


Total 

Total Number of Natural 
Gas Utilities 

Percentage of Total Number 
with Competitive Fuel-price 
Escalators 


2.10% 


Revisions to 
1950 1951 9/15/52 


2 2 1 
5 6 


7 7 
589 640 
1.48% 


1.19% 1.09% 





adjustment plan such as that which 
was in effect in the territory of South- 
ern Counties Gas Company of Cali- 
fornia from 1946 to 1949.° The plan 
provided for quarterly adjustment of 
the company’s rates in accordance 


with a formula which took into 
account all operating expenses, includ- 
ing taxes, depreciation, and rate of 
return, as well as a rate base com- 
puted in accordance with the formula. 

The Southern Counties plan was 
not continued after it had served its 
purpose, and there seems to be a 


® This plan was prescribed by the California 
Railroad Commission in its Decision No. 38786, 
46 CRC 384. It terminated in accordance with 
its terms on November 15, 1949, when the com- 
pany’s rates again reached the level from which 
they had been reduced by the plan in 1946. De- 
cision No. 43865, 49 Cal PUC 454. 
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general disinclination to revive plans 
of this character. The so-called Wash- 
ington plan has been amended until 
its original outline is but dimly visible. 
The New Jersey Power & Light Com- 
pany rate adjustment plan for its elec- 
tric rates was abandoned by the com- 
pany in 1951. 

The only such comprehensive ad- 
justment plan now in operation is that 
in effect under an agreement between 
Cincinnati Gas & Electric Company 
and the city of Cincinnati. A some- 
what similar plan has been made 
effective May 15, 1952, by Toledo 
Edison Company in Defiance, Ohio. 
Both of these companies are included 
in Table III (December 4th issue), 
since escalation with all costs includes 
cost-of-gas escalation. 
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Conclusions 


[ of natural gas escalator clauses 

and tax clauses appear to be 
the only types of automatic rate 
adjustment provisions the number of 
which has been increasing among 
gas utilities during the past few years. 
Both types involve escalation of rates 
with changes in costs which comprise 
very substantial percentages of all 
operating costs.” 

If the use of rate adjustment 
clauses has not been more widespread, 
the reason must probably be sought 
from management itself. In a discus- 
sion of automatic adjustment clauses 
in all types of utility rates, E. 
Irvine Rudd, formerly chief engineer 
of the public utilities commission of 
Connecticut, which has done a great 
deai to bring fuel clauses in that state’s 
utilities into harmony,® put it this 
way: “. . . no regulatory authority 
on its own motion has promulgated 
a fuel clause. Furthermore, utility 


7 Purchased gas accounted for 49.96 per cent 
and taxes for 14.66 per cent of total operating 
revenue deductions of all classes A and B nat- 
ural gas companies in the twelve months ended 
May 31, 1952. Data from Federal Power Com- 
mission Release No. 6176-G-2694, 

8 Re Uniform Fuel Clauses for Electric 


Utilities (1945) 57 PUR NS 250; Re Con- 
necticut Light & Power Co. Docket No. 8168, 
January 28, 1949. 


managements may be expected to pre. 
sent their considered judgments that 
each utility should be allowed to de. 
cide upon its own fuel clause, even 
to the extent of having not only dif- 
ferent clauses in different classifica- 
tions but different bases for different 
rates in the same classification.’”® 

A fuel clause for a manufactured 
gas utility may properly provide that 
the adjustment be applied uniformly 
to all blocks of all rates. Cost-of-gas 
escalators in natural gas schedules, 
however, should not be applied across 
the board to all mcr sold, but should 
be separately spread to the classes of 
service depending upon the impact 
and the size of the demand and com- 
modity portions of the change in price. 
The use of this type ot escalation 
should be restricted, if it develops that 
there is a material effect on bar- 
gaining with unregulated producers. 
Where there is both field and pipeline 
supply, however, the price set by the 
regulatory body for the pipeline may 
have the necessary limiting competi- 
tive effect on the field supplier. 


9“The Fuel Clause i in Schedules of Electric 
and Gas Utilities,” presented to the twenty-first 
annual Conference of State Utility Commission 
Engineers at Chicago, Illinois, June 16 and 17, 
1943. Reprinted in ‘American Gas J ournal, 
September, 1943, page 14. 





CoRRECTION TO TABULATION IN Part I: The first part of Mr. 
Fleischmann’s article, which appeared in the December 4th is- 
sue of Pustic UTILITIES FoRTNIGHTLY, gives (on page 828) 
the following totals of the number of utilities in all states sup- 
plying manufactured, mixed, or LP-gas under fuel cost escalator 
clauses: 121 for 1949; 139 for 1950; 128 for 1951; 93 for 1952 
(partial). Although these are correct totals for the state-by-state 
data given in the table, they do not make allowance for duplica- 
tion where the utility serves in more than one state. Adjusted 
totals to eliminate such duplicate figures are as follows: 116 
for 1949; 132 for 1950; 122 for 1951; 90 for 1952 (partial). 
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Is Urban Transportation in 
Danger of Collapse? 


Here is a thoughtful analysis of the problems of trans- 
it, other than its financial problems, and will be of 
interest to all utility industries and regulators. 


By HENRY E. JORDAN* 


HOULD a new war come upon us, 
and the sources of fuel or rubber 
are cut off or greatly reduced by 

action of an enemy, or are curtailed by 
the government for conservation and 
diversion to war use, the cities of the 
West coast may well become a liability 
to the war effort rather than the ex- 
traordinary asset they have been in 
the past and should be in the future. 

The ever-increasing use of the auto- 
mobile and truck in this rapidly grow- 
ing area has resulted in an accelerated 
decentralization, and the cities and 
towns have spread in a relatively loose 
and disconnected manner, leaving 
much vacant space in both industrial 
and commercial centers, as well as in 
residential sections, 

The automobile is almost a necessity 
to the daily life of a large percentage 
of the residents of this area, and both 
the automobile and the truck are an 


*For personal note, see “Pages with the 
Editors.” 
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absolute necessity to a very large per- 
centage of the commercial and indus- 
trial operations as there is no other 
available transportation suitable or 
adequate for their use. It follows that 
the sudden elimination or drastic cur- 
tailment of the use of the automobile 
and truck might literally paralyze the 
whole area. 


OME twenty-five to thirty years ago, 
the major portion of all business 
and residential sections of all sizable 
cities was served by urban and/or 
interurban rail lines. However, the in- 
creased use of the automobile, bus, 
and truck has resulted in the abandon- 
ment of many miles of this rail service. 
In Los Angeles and the adjacent area, 
approximately 600 single track miles 
of local and interurban electric rail 
lines have been abandoned, even 
though the population has doubled 
several times during this period. New 
areas have been and are continuing to 
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be developed at ever-increasing dis- 
tances from the original core of the 
cities. These conditions have resulted 
in the increased use of the automotive 
type of vehicle and the public’s de- 
pendence upon it and added to the 
traffic problem throughout the area 
and especially in the downtown dis- 
tricts. 

It is an obvious and well-known fact 
that all American cities are facing an 
ever-increasing traffic problem. Large 
sums of money have been and will 
continue to be spent for the widening 
of streets, traffic control, new high- 
ways and superhighways, to cope with 
the problem. However, these efforts 
have resulted in stimulating the use of 
the motor vehicle, and the problem re- 
mains unsolved. 

It is not debatable that the traffic 
problem has continued to increase in 
complexity, with the end not yet in 
sight. If not the largest, it is certainly 
one of the largest economic problems 
of our western area. A solution must 
be obtained before the increasing 
strangulation becomes disastrous. 


| gues our economic structure can 
continue to support the present up- 
ward trend of an expanding program 
of more and better thoroughfares and 
an increasing number of motor vehi- 
cles for an indefinite period. However, 
there yet remain unanswered some 
other very important questions, and 
those who have assumed the responsi- 
bility for the present and future de- 
velopment of the western cities should 
immediately consider them. The time 
is already very late. 

Let us examine some of these ques- 
tions and offer some brief and reason- 
able answers, which must be faced: 
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Is the value of “man time” (man- 
e hours) sufficiently great to force 
a more condensed occupation of areas 
within the cities at some future date? 
Answer: The trend of modern 
civilization has resulted in increasing 
the value of man-hours and com- 
modity utility, and it is inevitable that 
this trend must be met by increased 
efforts to conserve them. Decentrali- 
zation of commerce and population is 
a trend in the opposite direction, as it 
forces the consumption of the required 
time and fuel or power to traverse the 
added distances involved. The eco- 
nomic waste that results from decen- 
tralization cannot be indefinitely car- 
ried forward on an ever-increasing 
program without jeopardizing the 
position of the area in competitive pro- 
duction. 


> Wit the desire of the people to 


e live in individual homes sur- 
rounded by grounds and open space 
be sufficiently great to overcome the 
desirableness of the inherent efficiency 
that may be effected in commercial and 
social intercourse from a more con- 
densed mode of housing? 

Answer: It appears possible, and 
even probable, that air conditioning, 
television, improved lighting and heat- 
ing, and other similar inventions of 
the future will soon tend to retard the 
trend of decentralization of housing 
and business centers. It is certain that 
pleasure driving of the automobile has 
been retarded, if not eliminated, due to 
excessive traffic congestion and in- 
creased accident hazards. The novelty 
of such driving has worn off. It is 
conceivable that the above-mentioned 
inventions with the improved arts in 
housing, will have their effects in a 
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somewhat similar manner; that is, the 
extraordinary appeal of the individual 
home with the lawns and grounds will 
diminish. 


Wuat would be the density of the 
3. population of the areas with 
which we are concerned, if all vacant 
property was filled according to a pat- 
tern of the present existing occupied 
structures? 

Answer: If the answers to preced- 
ing questions are sound, it follows that 
the occupation of vacant areas will be 
accelerated in the future, with the re- 
sulting increase in density of popula- 
tion per square mile, increase in prop- 
erty values, and increasing demand 
for short-haul transportation. 


4 Witt the pattern of structural 
* 


density remain at the present 
level, or will the vertical space be used 
on an increasing trend, resulting in 
the increased density of population 
and commerce in the area? 

Answer: If the answer to the pre- 
ceding question is sound, it follows 
there will be an ever-increasing trend 
to occupy the vertical spaces, thus fur- 
ther resulting in increased density of 
population per square mile. 


As the vacant land and ground 

e spaces diminish, will increasing 
demand force prices upward? 

Answer: It is certain that the law of 


supply and demand will inevitably 
force land prices upward and in turn 
will force increased use of vertical 
space, and that in turn will increase the 
density of population per square mile. 


How much increase will there be 

e in atmospheric contamination 
from increased use of the combustible 
type of prime movers (engines) that 
are presently used in the automotive 
type of conveyances? 

Answer: One of the objectives of 
superhighways in metropolitan areas 
is to furnish arteries for funneling 
into densely occupied areas an in- 
creased number of automobiles, 
busses, and trucks. This results in in- 
creasing the contamination of the 
atmosphere of the areas through which 
they pass. 


7 Witt human health be jeopardized 
* by this increased contamination 
of the atmosphere by the exhausts 
from combustible engines in vehicle 
operation, or will human beings de- 
velop immunization that will sufficient- 
ly protect them from this contamina- 
tion, or will scientific developments 
keep pace with or exceed the increase 
in contamination and effect methods 
to offset it? 

Answer: To our knowledge, there is 
yet no clear and positive answer to this 
question. However, it is certain that 
unless the answer is in the affirmative, 


e 


of all business and residential sections of all sizable cities 


q “SoME twenty-five to thirty years ago, the major portion 


was served by urban and/or interurban rail lines. How- 
ever, the increased use of the automobile, bus, and truck 
has resulted in the abandonment of many miles of this rail 


service.” 
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the health standard of individuals liv- 
ing in these areas will inevitably de- 
teriorate. 


8 Is it conceivable that a congested 
e area like New York, with its 
many-storied buildings, could be 
adequately served with transporta- 
tion by single unit, self-propelled vehi- 
cles? 

Answer: It is quite evident that it 
could not with its present surface 
thoroughfares. It is further evident 
that any plan to provide adequate 
thoroughfares in that city for such 
transportation would be so tremendous 
in cost that the local public could not 
stand the expense. 


Is it conceivable that trends 

e toward conservation of man- 
hours, increasing land values and the 
improvement of housing, and imple- 
ments of recreation and entertainment 
will result in condensing population in 
our western cities, so that they may in 
the future approach or surpass that of 
the city of New York? 

Answer: This goal has been set and 
it has been frequently claimed that 
sometime in the not too distant 
future the cities of the West will be 
the largest in the world. 


l WI the ever-increasing use of 

e petroleum type of fuel in 
automotive equipment and other types 
of transportation and the increasing 
use of petroleum products in other ap- 
plications diminish the supply so that 


increasing costs or governmental 
regulation will limit its use for trans- 
portation? 

Answer: It is doubtful that an ac- 
curate forecast can be made of this, as 
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there are too many unknown elements, 
including the ever-increasing develop- 
ment of uses of petroleum products 
resulting from inventions and discoy- 
eries and the expansion of those uses 
already at hand. New discoveries of 
petroleum deposits may postpone, in- 
definitely, limitations that might 
otherwise be caused by lack of supply, 
as may the development of some new 
and economically proved type of fuel. 
However, these are uncertainties. 

Controls limiting the use of petro- 
leum products and rubber were placed 
in effect during the late World War 
and seriously affected both public and 
private transportation. It is true that 
controls also limited the use of certain 
materials, such as metals, lumber, and 
other important products. However, 
unlike the products from metals and 
wood, transportation service is ever a 
current and critical part of our mode 
of civilization, and any interruption 
of its availability severely affects both 
the health and economics of the area 
where such interruption occurs. An 
extensive period of nonavailability of 
transportation in any modern metro- 
politan area would result in a major 
catastrophe to human health and wel- 
fare. 


l l Is it proper to invest such a tre- 

e mendous amount ($500,000,- 
000 to $1 billion) in freeway rights of 
way and structures of a design and 
character that will be suitable only for 
self-propelled vehicles without first 
having answered the foregoing ques- 
tions? 

Answer: It would be an unpardon- 
able crime to saddle the present public 
and future generations with this tre- 
mendous financial burden without first 
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Replanning Traffic Arteries 
sa i is imperative that the freeways be built with properly designed 
and adequate facilities for use of mass public transportation. If 
it is decided that rail facilities are not desirable, then surface loading 
areas for busses and trolley coaches should be provided with proper 
‘pull-off lanes from the main lanes of travel, thus allowing minimum 


delay 13 


1 the loading operation and maximum schedule speeds by these 


public transportation vehicles.” 





having made an exhaustive study in an 
attempt to not only determine the best 
obtainable answers to these questions, 
but also to determine whether or not 
another type of transportation may 
possibly be better, or might readily be 
substituted for the individual automo- 
tive type of unit in the event future 
conditions and circumstances limit or 
eliminate their use. 


HE impetus of the freeway plans 

is far too great to consider 
whether or not it is desirable to retard 
it; however, it is not too late to recog- 
nize the urgency of supplementing the 
present plans so that they may better 
serve the public and the areas which 
they directly affect. 

It is imperative that the freeways 
be built with properly designed and 
adequate facilities for use of mass pub- 
lic transportation. If it is decided that 
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rail facilities are not desirable, then 
surface loading areas for busses and 
trolley coaches should be provided 
with proper “pull-off” lanes from the 
main lanes of travel, thus allowing 
minimum delay in the loading opera- 
tion and maximum schedule speeds by 
these public transportation vehicles. 

In congested areas elevated ways 
could be constructed to permit these 
public transportation vehicles to op- 
erate at relatively high speeds without 
other vehicle or pedestrian interfer- 
ence. 

It would be possible to construct 
these two-lane elevated ways on cen- 
ter supporting members that would oc- 
cupy ten feet or less in width on the 
center line of the surface streets. The 
two lanes would permit both local and 
express operation. 

This structure could be designed to 
give a pleasing appearance with curved 
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surfaces beneath and these surfaces 
could be illuminated with indirect 
lighting automatically controlled to in- 
sure a predetermined light intensity 
on the adjacent street at all times. 

The elevated ways could be served 
with escalators or stairways at each 
loading point. 


So a plan would provide a type of 
mass transportation that would 
have both appeal and utility. It would 
attract many people who presently 
drive their automobiles into congested 
areas and park all day while they are 
at work or shopping. All this adds 
to traffic congestion and to delay to 
vehicles that are essential to the op- 
eration of these districts. 

The plan would include or result in 
large low-cost parking areas being 
built adjacent to the freeways so that 


people could leave their automobiles 
and use the busses or trolley coaches 


into the congested district, resulting in 
an over-all economy to the entire 
area. This would also guard against 
the inevitable disaster that will result 
if the utility of our freeways is great- 
ly limited by the shutting off of gaso- 
line and rubber supply for automobile 
use in the event of war. 

Provision for the use of freeways 
by public transportation vehicles, as 
above outlined, would provide a means 
of handling increasing passenger 
travel as the density of population and 
commercial activity increases within 
the area. 


prem of right of way and in- 
creasing construction cost, togeth- 
er with the impending threat of war, 
combine to emphasize the importance 
of immediate action being taken to de- 
velop and effect a plan for proper utili- 
zation of our freeways by public mass 
transportation. 





a4 HE march of the human mind is slow. People do not 
grasp these trends toward Socialism, which means state 


authority VERSUS constitutional authority. You cannot expect 
the people to defend themselves against what they do not under- 
stand, Their judgment is as good as their information. 

“If we are to continue the system that built our country, the 
rights of our risk capital system depend upon the integrity of 
its proper interpretation by those administering our govern- 
ment, and the freedom of our institutions to produce. The 
ability of the system to function rests in Congress, which orig- 
inates legislation, taxation, and appropriation of public funds. 

“Good men in government need outspoken support from 
good men in business; together they constitute an overwhelm- 
ing majority. They should cast aside all suspicion of one an- 
other and co-operate for the destiny of America. If we fail in 
this solution of our problems, then history may say that our 
way of life died at the height of its glory. 

“Those citizens who have faith must become articulate and 
stop this trend toward a socialized America. Our only weapons 
are facts and truth. Our hope of preserving the blessings of 
liberty lies in making those blessings plain to the millions of 
Americans.” 

—Epwarp F, Hutton, 
writing in “The Freeman.” 


DEC. 18, 1952 908 





Natural Gas for the Pacific 
Northwest? 


Comparatively few people in this country realize that we now have more 
miles of natural gas pipeline (over 400,000) than railroad track 
(397,000) in the entire United States. Tremendous transportation sys- 
tem of pipelines takes most of the gas from the central sources of Texas, 
New Mexico, Arizona, Utah, Kansas, and other near-by states, where the 
main pools of gas exist, and carries it to every section of the United 
States, including California, leaving out only the Pacific Northwest. 
Here is an account of plans being debated for furnishing that area with 
gas as well. 


By JOHN M. BEMIS* 


HERE'S always a new frontier, if 
Fe listen to the commencement 

addresses, but none of the com- 
mencement speakers bother to remind 
us that pioneering ain’t what it used to 
be. 

Time was when a venturesome fel- 
low, or a group of them, could pool 
their cash, their ammunition, their 
brains, and their ambition to set them- 
selves up in just about any kind of 
business where there was a need for 
the goods or services they aimed to 
supply. It’s a different story today, as 
any utility executive can testify. 
Where the old-timers fought Indians, 
renegades, claim jumpers, competitors, 
and the forces of Nature herself, the 


*For personal note, see “Pages with the 
Editors.” 
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pioneers of today find their greatest 
obstacles in the red tape, regulation, 
and the razzle-dazzle of ritual which 
only an all-seeing bureaucracy can con- 
ceive. 

Take natural gas, for instance, for 
an instance which has the Pacific 
Northwest in something of a dither, 
these days. 

There’s a real need, in the northwest 
states, for the economy and efficiency 
which reasonably priced natural gas 
can bring to an area of rapid industrial 
development. Agriculture needs the 
stuff, to fuel the food-processing 
plants which can bring greater diversi- 
fication of crops and less dependence 
on distant markets. Mining needs a 
cheap fuel for its smelters and reduc- 
tion plants. The aluminum industry 
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can use it, to replace other more costly 
fuels in its remelt furnaces. Smal! 
manufacturing plants, business houses, 
hotels, and apartments, and, finally, 
the home owners, would welcome a 
fuel which could compete with coal 
and oil. 


Re an example out of the testimony 
of a top figure in the lead-zinc in- 
dustry, before the Idaho Public Utili- 
ties Commission, we have the statement 
by Stanley Easton, president of Bunk- 
er Hill & Sullivan, which turns out 
that “99.99 per cent” lead, reporting 
that the Bunker Hill layout at Kellogg, 
Idaho, consumed a half-million barrels 
of fuel oil and 1,200 cars of coal every 
month—and that an ample and reason- 
ably priced supply of natural gas could 
save his company $600,000 annually 
on fuel. Easton added that half the 
cost of every barrel of fuel oil used at 
the Bunker Hill plant consisted of 
freight charges, and that transporta- 
tion was also an important factor in 
the delivered cost of coal. This factor 
of transportation costs cuts a less 
formidable figure in the Portland- 
Seattle-Vancouver, British Columbia, 
area, where the advantage of water 
haulage is apparent; but in the in- 
terior area, of which Spokane is the 
hub, freight rates are something to 
consider. 

Food-processing mogul J. R. Sim- 
plot of Caldwell, Idaho, looked over 
the great areas to be brought into food 
production in the Columbia basin of 
Washington, and stated that he 
would build new processing plants in 
that area to handle the new crops, if 
and when a low-cost fuel such as nat- 
ural gas became available. Utah-Idaho 
Sugar already is at work on a $7,000,- 
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000 beet sugar plant at Moses Lake, 
and will be right on the main gas lines 
if present distribution plans are carried 
out. So will Amalgamated, which also 
plans to build in the Columbia basin. 


IX the field of domestic usage, cook- 
ing food and heating homes, nat- 
ural gas at anything like a competitive 
price can “bail out” local gas systems 
such as those of Spokane, Seattle, and 
Portland, where the cost of supplying 
manufactured or “bottled” gas is 
growing annually. Portland and 
Seattle make gas from oil. Oil’s going 
up. Spokane gave up the ghost on 
manufacturing gas some time back, 
and is feeding liquefied propane into 
its domestic system. Cities Service, 
which owned Spokane Gas for many 
years, recently sold out its property, 
with a book valuation of more than a 
million dollars, to Pacific Northwest 
Pipeline Corporation, a Houston out- 
fit which proposes to bring gas all the 
way from the “Four Corners” section 
of the Southwest. The price was 
$300,000 “and debts.” Spokane Gas 
has been in the red for years, and its 
present franchise carries a stinger— 
it is void unless it obtains natural gas 
by 1955. As with the larger centers, 
natural gas would be more than wel- 
come, in the economic sense, by lesser 
but important areas — communities 
such as Bellingham, Wenatchee, Ya- 
kima, Walla Walla, and a lot of other 
towns. So much for markets ; now for 
sources of supply, and the matter of 
getting it to the customers. 

The northwest states, principally 
Washington, Idaho, and Oregon, have 
no natural gas. Montana has a little, 
in a diminishing Cutbank area. 

Canada has plenty of natural gas, 
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not only in northern and southern Al- 
berta, but in northern British Colum- 
bia as well. But all that gas is far 
from any but limited local markets, 
and, under provincial conservation 
policies, the natural gas usually found 
in association with oil cannot be 
wasted—they cannot just blow it off 
to get it out of the way. When an oil 
driller hits gas, the lid goes on, unless 
he has a market for the gas. Canadians 
aren’t stupid. They know that the 
earth itself is the best kind of a gas- 
holder, and they know it will keep, 
right in the ground, until markets are 
found and means of getting it to mar- 
ket. 


es market prospect in western 
Canada is the rapidly developing 
industrial area in and around Van- 
couver, British Columbia. But Van- 
couver is nearly a thousand miles from 
the nearest fields—the Pincher Creek 
area of southern Alberta, and a good 
share of that 1,000 miles is mountain- 
ous, expensive construction country. 
The Peace River fields of northern 
Alberta and British Columbia are just 
about as distant, but the going would 
not be so tough. However, areas of 
western Canada not now served with 
natural gas could consume only a frac- 
tion of the amount which would be 


needed to justify the construction of a 
pipeline system costing $100,000,000 
or more. So, Canada looks toward the 
northwest states for a market. Looks, 
but doesn’t leap, for Canadians are 
cagey. They want to be certain, first, 
that they have enough gas for their 
own foreseeable needs, that they get a 
good price, and that pipeline routes go 
where they will do most good, for 
Canada. 


“foe attitude on the part of the 
Canadian authorities, principally 
those of the Province of Alberta, to 
dicker as long as they felt necessary to 
get the best deal possible, was evident 
during the many months of negotiation 
which preceded the award of even a 
limited export permit to Westcoast 
Transmission Company, Ltd. Those 
early negotiations saw a half-dozen or 
more firms jockeying for favorable 
position before the Alberta authori- 
ties, each presumably seeking the right 
formula of prices and route conces- 
sions which would win the nod. The 
competitors, in the negotiating stages, 
included the following, listed with 
their financial backers or affiliates: 
Westcoast Transmission Company, 
Ltd., of Canada. Backed by Eastman, 
Dillon & Co. of New York, and Wood, 
Gundy & Company, Ltd., and Nes- 


e 


in the natural gas controversy, played an ace last month 


q “British Cotumstia, which has been rather calm, to date, 


when the word was passed that unless the Northwest ac- 
cepts Peace River natural gas, via the pipeline for which 
Westcoast Transmission, Ltd., has been given a permit, the 
Northwest may Not utilize Canadian portions of the Co- 
lumbia river drainage to bolster the critically short north- 


west electric power supply.” 
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bitt, Thompson & Co., Ltd., both of 
Canada. 

Alberta Natural Gas Company, a 
Canadian subsidiary of Northwest 
Natural Gas Corporation, a Delaware 
corporation, backed by Morgan Stan- 
ley & Co. of New York. 

Prairie Transmission Lines, Ltd., 
of Canada. Backed by Kidder, Pea- 
body & Co. of New York. 

Trans-Northwest Gas, Inc., of 
Spokane, which aimed to take gas at 
the international line from any ex- 
porter, distributing it throughout 
Washington, northern Idaho, and pos- 
sibly into Oregon. Trans-Northwest 
is a locally organized firm, with a di- 
rectorate made up of important north- 
west industrialists and business and 
professional men. 


| igs the picture, before the negotia- 
tions came to a head, came also 
such firms as McColl-Frontenac Oil 
Company, Ltd., and Union Oil of 
California; Canadian Delhi Oil Com- 
pany, Ltd., and Trans-Canada Pipe- 
lines, Ltd.; Prairie Pipe Lines, tied 
up with Prairie Transmission Lines, 
Ltd., aforementioned; Western Pipe 
Lines, Alberta Natural Gas Grid, 
Ltd., tied with Northwest Natural. 

Going to bat in the dickering for 
export rights were a few big leaguers 
in the oil and gas business, principally 
A. Faison Dixon, of New York, 
president of Northwest Natural; and 
Frank M. McMahon of Calgary, 
president of Westcoast, regarded as 
Alberta’s biggest independent oilman. 
Trans-Northwest was represented by 
its president, organizer, and moving 
spirit, Spokane attorney, Paul H. 
Graves. 

Northwest Natural offered the Ca- 
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nadians a choice of three main pipe. 
line routes, with a couple of minor 
alternate routings, two of the main 
lines running mostly through Ca. 
nadian territory (with the political 
advantage of most of the construction 
cash being spent in the Dominion), 
the third route looping down from the 
Pincher Creek area of southern Al- 
berta to the Spokane zone, then across 
Washington to a north-south line 
junction near Everett, one branch 
running north to the Vancouver, 
British Columbia, district; the other 
branch heading south to Portland. 
The all-Canadian routes would have 
stub lines running south to serve im- 
portant market areas in Washington, 
Idaho, and Oregon. 

Westcoast, with its Canadian af- 
filiate, planned a main line from the 
northern Alberta fields, angling south- 
westerly to the Vancouver, British Co- 
lumbia, area, with branches running 
down into the northwest states. West- 
coast later altered its routing to take 
in newly developing gas areas of the 
Peace River district of both Alberta 
and British Columbia. 


“es: the Spokane 
outfit, maintained no ambitions 
to build lines in Canada. Instead, 
its aim was to accept gas at the in- 
ternational border, distributing it to 
communities throughout the North- 
west through a pipeline net of its 
own. This firm also lowered its sights, 
in a dicker for gas supplies with West- 
coast, yielding the coastal markets to 
Westcoast and retaining the inland 
field for itself. To handle that busi- 
ness it finds itself well set. Trans- 
Northwest, instead of starting at the 
top, the gas fields, figured that the bot- 
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FPC Reopens Canadian Gas Import Case 


| perme development in the Pacific Northwest natural gas supply con- 
troversy (discussed in this article) was the recent announcement 
that the Federal Power Commission will resume hearings February 16th 
in Washington, D. C., on several proposals for the importation of nat- 
ural gas from Canada to serve that area. These hearings were recessed 
last July. The FPC pointed out that Westcoast Transmission Company 
had recently received authority under the Pipelines Act of Canada to 
construct facilities across the international boundary. 





tom was the place to begin, and so 
it sewed up pipeline franchises in 
15 essential Washington counties, and 
added a statewide certificate from 
Idaho. 

According to Trans - Northwest 
President Graves, the company’s 
main objective was to see that the in- 
land areas of Washington and Idaho 
were not left out in the cold when Ca- 
nadian natural gas came across the 
line. That, of course, and setting up 
in what promised to be a satisfactorily 
profitable business. Graves’ law firm 
earlier had served as counsel for Dix- 
on’s Northwest Natural Gas Com- 
pany, in negotiations for the lease of 
an abandoned Great Northern rail- 
way tunnel deemed essential for the 
mountain-crossing section of North- 
west Natural’s route. 

Graves points out, however, that he 
had withdrawn from Dixon’s employ 
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long before he set up his own com- 
pany, when it became apparent to him 
that Northwest Natural had aban- 
doned plans to serve the Spokane 
area. This argument got into court 
when Northwest Natural got an in- 
junction, later vacated, against inter- 
ference by Trans-Northwest. Trans- 
Northwest responded with a superior 
court libel action. 


WwW" that out of the way, all hands 
moved on to Washington, where 
the Federal Power Commission held 
hearings on proposals of five firms, in- 
cluding Westcoast, Northwest Nat- 
ural, and Trans-Northwest, to import 
natural gas from Canada. Glacier Gas 
and Northern Natural Gas also got 
in on the act. Of the five, Westcoast 
alone had the prime requisite—an ex- 
port permit from Canada; and Trans- 
Northwest alone had the requisite lo- 
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cal and state pipeline franchises with- 
in the market area. 

Intervening, as they had earlier in 
hearings before the Idaho Public Utili- 
ties Commission on Trans-Northwest’s 
application for a statewide pipeline 
certificate, were railway and coal min- 
ing interests, whose concern, of 
course, was potential loss of revenue 
to the carriers and the mine operators 
and the miners themselves. 

The commission, after extended 
hearings, took under advisement a 
motion by its own counsel to dismiss 
all applications ! Later, the commission 
announced that hearings would be 
held in the Northwest before acting 
on the move by its own counsel. 

What does it all add up to? Cer- 
tainly not to any early relief for the 
Northwest’s need for natural gas. 


_ Cotumszia, which has been 
rather calm, to date, in the nat- 
ural gas controversy, played an ace 
last month when the word was passed 
that unless the Northwest accepts 
Peace River natural gas, via the pipe- 
line for which Westcoast Transmis- 
sion, Ltd., has been given a permit, 
the Northwest may not utilize Ca- 
nadian portions of the Columbia river 
drainage to bolster the critically short 
northwest electric power supply. 
The “word” came November 17th 
from British Columbia Lands Minis- 
ter Robert Sommers, when he told a 
public meeting at Oliver, British Co- 
lumbia, that Americans won’t get 
water rights on the province’s Koote- 
nai river system unless they agree to 
take Peace River natural gas. 
Sommers’ declaration, aimed di- 
rectly, according to his own state- 
ment, at Seattle interests which he 
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says are fighting Westcoast’s FPC ap- 
plication to bring gas into this area, 
has the effect of lining up the kilowatt- 
hungry Bonneville Power Adminis- 
tration and other members of the 
Northwest Power Pool behind the 
Westcoast project, because the pro- 
posed Libby, Montana, power dam, 
capable of pouring a heap of power 
into the pool, would push its back- 
water well across the Canadian line. 
There’s also a more distant project of 
utilizing the Arrow Lakes in Canada 
as a storage pond, through a dam 
built within Canada, with Canada to 
be paid “rent” in the form of a share 
of the power it would help to create 
downstream. 

Seattle interests are reported going 
along with the proposal of Ray Fish’s 
Pacific Northwest Pipelines, to feed 
gas to the Northwest from the south- 
west states, principally the San Juan 
fields. 


Henry GELLERT, president of 

¢ the Seattle Gas Company, ina 
series of broadcasts over Station KJR 
and KIRO (Seattle, Washington) in 
October stated his position as follows: 


Certainly we cannot permit our- 
selves to be excluded from getting our 
share of the national heritage of nat- 
ural gas. We want to dip into it before 
it is too late, for it is pretty well un- 
derstood that only one more pipeline 
will be permitted to run out of the San 
Juan basin. If California gets it, the 
Pacific Northwest will never again 
have the chance to do so. 

I am keen for the program I have 
outlined to you because the pipeline 
we project to come from the Four 
Corners’ area will travel through other 
gas- and oil-producing states which 
give great promise of large gas re- 
serves in the future. That’s a very im- 
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portant factor in the project. If we 
must spend $100,000,000 more than 
we had first contemplated for the gas 
from Pincher Creek in Alberta, by be- 
ing forced to take it from the Peace 
River area, I would much rather see 
that money spent in the purchase of 
American gas for the development of 
gas and oil production in the United 
States and not in Canada. 

I am keen for our program because 
we would be subject only to Ameri- 
can regulatory bodies, and that means, 
chiefly, to the Federal Power Com- 
mission. Our protection would come 
from being regulated by an American 
agency without any of the disadvan- 
tages of the status of foreigners before 
a Canadian board which could cut off 
our supply of gas or change our rates 
overnight. And Canadian laws are 
such that they could do it. 

The greatest advantage of all, how- 
ever, from tying in with the Four 
Corners’ area in New Mexico would 
be that we remain a free market in- 
stead of becoming a captive market. 
For certainly the Alberta govern- 
ment, when it closed the central and 
southern resources of Alberta to us 
and made available only the gas in the 
northern part of Alberta, where the 
Alberta Natural Gas and Conserva- 
tion Board, itself, said that there were 
only 500 billion cubic feet of gas avail- 
able at the time, must have taken for 
granted that we were a market which 
had to take gas from Canada or be 
without it. 


pumare the commission is waiting 
to see whether Pacific Northwest 
Pipelines, the “Fish” line, will go 
through with its notion of piping gas 
from the Four Corners’ section of the 
Southwest “away up thar” to Wash- 
ington, Oregon, and Idaho. Fish now 
speaks of a $190,000,000 project 
which would include the $120,000,000 
pipeline, a $15,000,000 gathering sys- 
tem, and a $40,000,000 program of 
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drilling 600 gas wells in the next eight 
years. 

Westcoast’s deal with Trans-North- 
west gives some tangible figures on 
which to figure what the Canadian 
gas would cost on this side of the line. 
The contract calls for a first year rate 
of 29.25 cents per mcF for firm serv- 
ice, at 70 per cent load factor; and 21 
cents for interruptible service. Be- 
tween the border and the burner, how- 
ever, come distribution costs affected 
by factors of distance, load, and type 
of service, but they may not result ir 
anything like an overloaded price 
schedule. One engineer, looking over 
the inland field of Washington and 
Idaho, estimated that natural gas 
would have to hit $1.20 before it 
would become as expensive as fuel oil. 
Westcoast’s border price of 21 cents 
on interruptible gas should figure out 
to a good deal for present quantity 
consumers of oil. They could keep 
their tanks filled with Bunker “O,” 
against any break in gas service, con- 
verting with reasonable ease and little 
time loss from one fuel to the other. 
And, if no interruption came in the 
gas service, they could always find a 
market for their stored oil if that fuel 
was in short local supply. 


HAT’s the attitude of the electric 

power industry toward natural 
gas? The power men do not seem too 
concerned, unless the British Columbia 
pronouncements already mentioned 
have altered their view. Their market 
far exceeds their generative capacity, 
and forecasts are that at least a half- 
million kilowatts of new generation 
will be needed annually to keep pace 
with the growing demand. They have 
an eye, too, on the possibility of using 
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natural gas to fuel contemplated stand- 
by steam-generating plants, or for 
driving generators directly, on the sys- 
tem employed by Alcoa in Texas. 


panei we have (1) the 
Texas proposal to bring gas up 
into the Northwest sometime within 
eight years at perhaps as much as 
$190,000,000 investment cost; (2) 
we have Westcoast’s plan to bring the 
stuff down from the Peace River 
country, allegedly within two years, 
on an investment of $111,000,000; 
(3) Trans-Northwest’s $22,000,000 
distributing system cost would be off- 
set by similar figures for the Texas 
outfit, so it remains $111,000,000. 

If Westcoast were to be granted 
the import permit it seeks, we would 
have this picture: 

Westcoast, with a Canadian permit 
good for 42 billion feet of gas yearly 
from Alberta, can add to that total 
all the gas it can pick up in adjacent 
British Columbia—where new dis- 
coveries are frequent of late. Mc- 
Mahon, of Westcoast, is banking on 
British Columbia to supply what it 
takes to fill his 960-mile, 24-inch line 
to its 400,000,000-foot daily capacity. 
His line would start in the Dawson 
Creek-Peace River area, heading west 
to Fort McLeod, British Columbia, 
then southwesterly to a junction near 
Brodie, British Columbia. From there 
one branch would run over to the Van- 
couver, British Columbia, district via 
Hope and Chilliwack. Another branch 
would run southeast from the Brodie 
junction to a border crossing near 
Osoyoos, Washington. That is where 
Trans-Northwest would tie in. On the 
Vancouver leg a second border jump 


would be made near Sumas, Washing. 
ton, for a line southward into Oregon, 
serving Bellingham, Everett, Tacoma, 
Olympia, and Vancouver, Washing- 
ton, on the road to Portland. 

Not Seattle, though, for Seattle 
Gas, through its President Gellert, is 
not disposed to co-operate with West- 
coast. So far as the inland country of 
Washington and Idaho is concerned, 
Seattle may be left out of the picture. 
There never has been too much of the 
old neighborly spirit here. 


N° matter which way the coin flips, 
Trans-Northwest has some 
stake assured. Prepared with pipeline 
franchises in hand it could start lay- 
ing pipe, if it chose. Franchises, in 
Washington, aren’t exclusive, of 
course. 

Trans-Northwest, contracting to 
buy gas from Westcoast but willing to 
buy from Texas if Texas gas comes 
through, has its plans for an 18-inch 
main distributing line heading south 
from Osoyoos to a junction near Eph- 
rata, a large branch down to the Han- 
ford-Pasco area with an extension 
west through the Yakima valley and 
one east through Walla Walla; the 
main line continuing east from Eph- 
rata to Spokane. From Spokane a 
spur would head north to Trail, Brit- 
ish Columbia, where Trans-North- 
west would resell 10,000,000 feet 
daily to Westcoast, to serve the vast 
Cominco enterprises. East from Spo- 
kane another branch would pierce the 
Coeur d’Alene mining district, to 
serve the smelters at Kellogg and the 
various mining communities. 

That’s the picture at this writing. 
Confused, isn’t it? 
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Washington and the 
Utilities 


Changing the Guard 


EWSPAPER morgues suddenly came 

to life last month and did a land- 
office business when President-elect 
Eisenhower named all of his expected 
Cabinet officers. Most of those selected 
were pretty well known in their own 
rights, But even top-flight figures such 
as John Foster Dulles (State Depart- 
ment) and Charles E, Wilson (Defense) 
have a certain amount of lesser-known 
detailed background and minutiae which 
were immediately in demand as matters 
of public information. 

For the public utilities, attention nat- 
urally focused on Eisenhower’s designa- 
tion of Governor Douglas McKay, of 
Oregon, to the Interior Department, and 
Ezra T. Benson, of Salt Lake City, to the 
Agriculture Department. McKay’s selec- 
tion to succeed Secretary of Interior 
Chapman was generally regarded as a 
“middle-of-the-road” appointment. True, 
he has been strongly in favor of reclama- 
tion and multipurpose projects. After all, 
no far western governor can hardly be 
otherwise these days. On the other hand, 
he has been outspoken in his opposition 
to valley authorities (4 Ja TVA) and the 
domination of river basin development, 
under Federal dictatorship. McKay’s 
philosophy in this respect might fairly be 
summed up in the following excerpt from 
his testimony before the House Com- 
mittee on Public Works: 


It is because of my firm belief in 
popular government that I am so vig- 
orously opposed to placing the eco- 
nomic and political future of the state 
of Oregon and of the entire Pacific 
Northwest in the hands of an auto- 
cratic Federal corporation, such as 
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would be created by the proposed Co- 
lumbia Valley Administration Bill, . .. 
It is a pattern of government by and 
through a huge Federal corporation 
which would be controlled and domi- 
nated by three men. And these three 
men, to obtain their appointment, must 
subscribe to the corporate philosophy 
of government which the CVA bill 
represents. 

I am unalterably opposed to any 
such philosophy of government. I am 
a strong advocate of an aggressive and 
immediate continuance of the plan now 
well under way for Columbia valley 
development. It is practical, has al- 
ready accomplished much for the area, 
and should not be delayed by the fur- 
ther consideration of any new or un- 
certain plan. 

The question before us is not one 
of having a development program in 
the Pacific Northwest or not having 
it. The question is whether we want 
the development of the region to be 
carried forward within the successful 
pattern of representative government, 
or taken over by a new device of gov- 
ernment which is dangerously similar 
to the devices of the totalitarian 
state. ... 

What, I ask, is there to stand in the 
way of our progress if we but have the 
mind to work together? 

Why do we need a monopolistic 
Federal corporation imposed upon us, 
and upon our children? 

What three men can take the place 
of the hundreds and thousands of free 
American citizens whose efforts have 
gone into the development that is here 
today? 

What three men could run the state 
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of Oregon for greater good, over the 
years, than a freely elected legislature ? 
To what three men could be safely 
entrusted the powers of Congress? 
These, I think, are questions funda- 
mental to the issue that is before you. 


Mex: whose appointment was said 
to be a compromise between rival 
recommendations from two other Pacific 
Northwest states, is said to share the 
views of other western governors that 
the proper way to develop river basins 
and such incidental resources as hydro- 
electricity is by interstate compact or 
other agreements which will permit state, 
local, and private business participation. 
This was the line which President-elect 
Eisenhower took in his campaign speech 
on the subject in Boise, Idaho, on Octo- 
ber 6th. It is the type of thinking which 
another western governor, Len Jordan, 
of Idaho, set forth in his recent article in 
Pustic UTILITIES FoRTNIGHTLY (De- 
cember 4th issue). 

McKay thus emerges as a man who 
believes in local responsibilities, in peo- 
ple working together to get the right 
answers. McKay appears to be a free 
enterprise man. He respects the rights 
of people to have public distribution of 
power, if that is what they want, but he 
has equal respect for their right to choose 
to have service by tax-paying private 
ownership. He is for Federal develop- 
ment of resources, where this is neces- 
sary and proper, but there seems to be 
none of the zealot in his make-up and 
we can probably expect Interior to fol- 
low a middle-of-the-road policy under his 
administration. The main thing the util- 
ity industry has to do to get along with 
him is to keep the public interest as the 
top objective. 

Reaction to McKay’s appointment was 
generally favorable. It included praise 
from utility officials such as Thomas W. 
Delzell, chairman of the board, Portland 
General Electric Company. He added a 
significant note : 


Ninety per cent of the troubles of 
private capital in respect to resource 
development can be cured by a change 
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in attitude, which simply encourage; 
either local private capital or local pub. 
lic capital, as the people at the local 
level may prefer, to use their funds 
for resource development to enforce 
a maximum degree of local ownership 
and control. 


NOTHER electric utility officer in that 
area is John Dierdorff, vice presi- 
dent of the Pacific Power & Light Com- 
pany. He and Gus Norwood of Van- 
couver, executive secretary of the North- 
west Public Power Association, also 
lauded the McKay appointment, as did 
Clifford Erdahl, of Tacoma, executive 
secretary of the Northwest Power Pool, 
a strong municipal plant advocate. 

The only sour notes seem to come 
from Oregon’s political rebel, Senator 
Morse, and the state Democratic chair- 
man, Howard Morgan. Morgan inferred 
that McKay would be sympathetic to ex- 
ploitation of public resources by private 
interests and the “knifing of projects such 
as Hell’s Canyon.” 

Ezra Benson, who will take over con- 
trol of the rural electrification and rural 
telephone programs of the REA, is ex- 
pected to be quite sympathetic with co- 
operatives as such. Aside from his back- 
ground of close affiliation with the 
Mormon church, Benson’s principal pub- 
lic activities have been in the field of 
farm co-operative promotion. He or- 
ganized and became secretary of the 
Idaho Farm Co-operative Council in 
1939. He was made executive secretary 
of the National Council of Farmers Co- 
operatives in Washington, D. C., which, 
incidentally, includes the National Rural 
Electric Co-operative Association among 
its membership. 

But from his record as a firm believer 


in free enterprise and sound fiscal poli- | 


cies, utility men who know him are hope- 
ful that he will not support wasteful 
duplication or competitive REA facili- 
ties, or the use of REA as a device for 
the expansion of Interior projects not 
endorsed by Congress. Benson was a 
strong Taft supporter and his selection 
was admitted by Taft to be one of his 
recommendations. Th- ~ggests that 
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send to the new Congress next January. 


Taft’s idea about REA legislation and 
REA policy, if any, will probably have 
considerable influence with Benson. 
Claude R. Wickard, REA Administra- 
tor, will be subordinate to Benson. Wick- 
ard still indicates that he expects to re- 
main on his job after the administration 
changes, and perhaps until his statutory 
term expires in 1955. 


* 
Reclamation and the Budget 


ISENHOWER will probably take Mc- 

Kay’s advice in filling such second- 
ary posts as Reclamation Commissioner, 
now held by Michael W. Straus, Bonne- 
ville Power Administrator (BPA), now 
held by Paul J. Raver; heads of the 
Southeastern Power Administration 
(SEPA) and Southwestern Power Ad- 
ministration (SWPA). Rumors have 
heen current for some time that the Rec- 
lamation Bureau is disposing of public 
property—that is to say, electric power 
—at a net rate that will not provide 
enough revenue to repay actual costs. 
So far, these rumors could be neither 
proved nor disproved, because the pres- 
ent administration has kept the books 
closed. 

But one of the things which Eisen- 
hower appointees are expected to do is 
to investigate all predecessor operations 
for purposes of checking irregularity, 
waste, inefficiency, etc. Reclamation Bu- 
reau has been working briskly to negoti- 
ate contracts to dispose of Central Valley 
project power in California. This might 
tend to make the proposed purchase of 
that project by the state (which the Cali- 
fornia legislature already has approved) 
less attractive. 

The Truman administration may al- 
ready be laying plans of strategic political 
opposition. The resignation of Price 
Stabilizer Tighe Woods and the possible 
dropping of price and wage controls by 
executive order are viewed in some 
quarters as maneuvers which will com- 
plicate things for the incoming Eisen- 
hower administration. Of special inter- 
est to public utilities, however, will be 
the budget which President Truman will 
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HE budget will include a number of 
projects which Congress has so far 
refused to endorse—Bonneville steam 
plants, the multibillion Klamath river di- 
version project, Hell’s Canyon (Idaho), 
Kings river (California), the Central 
Arizona project, the Upper Colorado 
river project, and other costly proposals. 
The new Secretary may have to go on 
record regarding all these projects. 
But whatever the new administration 
may think or do about Truman’s budget, 
it will be Congress which will finally pass 
upon it. And here is where Representa- 
tive John Taber (Republican, New 
York) will come to bat as the next chair- 
man of the House Appropriations Com- 
mittee. Taber may exemplify the nick- 
name “Hardhearted John” when it 
comes to swinging the ax on the Truman 
budget. In fact, he already has started 
making up a sort of “executioner’s list” 
of departments with appropriations 
which he considers inflated. Judging from 
their expenditures from July to Novem- 
ber (fiscal 1953), Taber found out that 
the Atomic Energy Commission had been 
able to spend only about one-third of the 
amount Congress made available. He 
found that Agriculture Department was 
spending at the rate of less than half of 
its appropriation for the fiscal year 1953. 
Agriculture has “tremendous appro- 
priations for the REA and the Farmers 
Home Administration, according to 
Taber. Total available for both of these 
for fiscal 1953 was $1,023,000,000—as_ 
compared with expenditures of $143,000,- 
000 for the first four months of fiscal 
1953, or an annual expenditure for the 
entire year in the order of $429,000,000. 
Taber said closer scrutiny must be kept 
on agricultural appropriations. Interior’s 
Department of Reclamation, with $345,- 
000,000 available for fiscal 1953, has 
spent $85,000,000 in the first four 
months, or at an annual rate of $225,- 
000,000. Taber said “it is apparent that 
these items have been treated altogether 
more liberally than there is any reason 
for and we ought to be able to get rid 
of some of the slack.” 
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More REA Telephone Loans 
Approved 


HE Rural Electrification Adminis- 

tration approved $1,481,000 for 
rural telephone loans during the week 
November 17th to 24th, to improve and 
expand rural telephone service in three 
states. The loan funds will enable the 
borrowers to provide modern telephone 
service to 1,885 subscribers in 13 coun- 
ties. The completed systems will consist 
of 1,207 miles of line. 

The Five Area Telephone Co-opera- 
tive, Muleshoe, Texas, received a loan of 
$938,000 to expand rural telephone serv- 
ice in six Texas counties. The newly 
formed co-operative plans to acquire 42 
miles of line serving 57 rural subscrib- 
ers from the General Telephone Com- 
pany of the Southwest. The REA loan 
will enable it to construct 1,059 miles 
of new line and install new automatic 
dial central offices in seven towns. 

Tri-County Telephone Membership 
Corporation, Belhaven, North Carolina, 
was allocated $255,000 to construct 148 
miles of line and install automatic dial 
facilities to serve 506 new rural subscrib- 
ers, The area to be covered by this new 
system has had no previous telephone 
service. The completed system will have 
basic plant facilities to meet the needs 
of all potential subscribers in the operat- 
ing area. 

A supplemental loan of $243,000 was 
granted the Oklahoma Automatic Tele- 
phone Company and will be used to cover 
increased construction costs since the 
first loan of $409,000 was approved in 
April, 1951. An REA spokesman noted 
the increase in requests for supplemental 
loans received by the Federal agency and 
indicated new loans for rural telephone 
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Exchange Calls 


And Gossip 


service will be granted less frequently 
as a result of the necessity for retaining 
enough funds to cover anticipated sec- 
ondary loans. The amount in lending 
authority granted REA last year has 
nearly all been allocated and it is not 
expected there will be many large new 
loans until the mew Congress ap- 
propriates funds for the next fiscal year. 


> 


Michigan Bell Plans Expansion 
Program 


pe Michigan Bell Telephone Com- 
pany has petitioned the state public 
service commission for authorization to 
issue $75,000,000 in common stock to 
finance its expansion and service im- 
provement program. If approved by the 
commission, the company’s capital stock 
authorization would be increased from 
$275,000,000 to $350,000,000. 

Clifton W. Phalen, Michigan Bell 
president, pointed out in the company’s 
application that civilian demand for tele- 
phone service, together with military 
needs and with anticipated future serv- 
ice improvements, would require a con- 
tinuation of the company’s construction 
program “into the indefinite future.” 
Phalen said the company expects to add 
about 80,000 telephones next year and 
about 70,000 annually from then on. 

He said Michigan Bell has doubled its 
investment in telephone plants during 
the last seven years from $250,000,000 
to $500,000,000 and that this construc- 
tion program has made it possible to pro- 
vide telephone service to 50,000 families 
in its territory since World War II. 
Since 1945, he said, dial service has been 
inaugurated in 50 exchanges with the 
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EXCHANGE CALLS AND GOSSIP 


result that now nearly 90 per cent of the 
company’s telephones are dial operated. 
Rural service has also been greatly im- 
proved and expanded, he added, along 
with the inauguration of extended-area 
service which permits toll-free calling 
between adjacent communities. 


> 


Inflation Cited in Rate Boost 
Request 


IGHER wages, taxes, and other in- 

flationary effects due to the Korean 
war have forced the Chesapeake & 
Potomac Telephone Company to seek a 
10 per cent increase in rates in Wash- 
ington, D. C. Specifically, the company 
wants an increase in pay-station rates 
from a nickle to a dime and a down-the- 
line 10 per cent boost in charges to resi- 
dential telephone users. The company 
calculated that these higher rates, with 
similar raises in business telephone serv- 
ice charges, would bring in $3,500,000 
more in gross revenues, Federal and Dis- 
trict taxes would reduce the company’s 
net from this amount to $1,500,000, 
however. 

The company’s general counsel 
stressed the tax problem before the Dis- 
trict of Columbia Public Utilities Com- 
mission. He pointed out that when the 
company got its last rate increase, effec- 
tive in 1950, the Federal income tax 
rate was 38 per cent. Since that time the 
Federal tax has soared to 52 per cent. 
The company is now paying annual taxes 
of $1,300,000. Two wage increases with- 
in two years have cost the company #,- 
500,000. These and other operational 
cost increases have placed the company 
in an “inflationary squeeze” since tele- 
phone charges have remained fixed, the 
counsel declared. 

C&P Vice President H. Holmes Vogel 
said there were 800 would-be subscrib- 
ers waiting for any kind of telephone 
service and another 13,000 waiting for 
better grades of service. In prewar days 
the company had a margin in its facilities 
to accommodate new orders without 
waiting, but the war boom used this up. 
“Today there is no working margin in 
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most of our offices. When the applicant 
wants service, all too frequently he has 
to wait—the applicant doesn’t like it and 
neither do we,” Vogel said. To get back 
to reasonable margins, Vogel said it 
would take $8,500,000 worth of plant in- 
vestment and five years, although “this 
investment will not add a penny to the 
company’s revenues and will, therefore, 
reduce the rate of earnings.” 

Vogel contended that prices have risen 
in general more than 8/ per cent since 
prewar, while telephone rates have risen 
less than 20 per cent. While the PUC 
has allowed the company a 6 per cent 
rate of return, in 1948 the rate was 5.63; 
in 1949, 4.18; in 1950, 6.43; in 1951, 
6.35; and in the three months ending 
last September 30th, 4.83. 


> 
Pacific TST Seeks Rate Relief 


ACIFIC TELEPHONE & TELEGRAPH 

Company has asked permission of the 
Washington Public Service Commis- 
sion to raise its rates in the state by 
$5,600,000 a year. The proposed increase 
would be the fifth since the war—and 
the largest. The company’s vice president 
said telephone rates “have lagged far 
behind the general spiral” of inflation.. 
He said the company has spent $150,- 
000,000 in the state since the war for 
service improvement and expansion, and 
plans to spend another million next year. 

Requested increases vary by areas and 
classes of service, averaging about 24 
cents a day for the 650,000 telephones in 
the state. One-party business phones 
would go up from $15 to $17.50 a month. 
One-party residential phones in Seattle 
would be raised from $6.50 to $7.65 a 
month, 

No long-distance rate changes are 
proposed. 

The company said a rate increase was 
essential to enable it to recover the cost 
of recent wage increases and to provide 
the company with enough income to en- 
able it to continue to finance, through 
the sale of securities, the millions of dol- 
lars of additional new construction re- 
quired to improve and expand service to 
meet public demand. 
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General Telephone System 
Reaches Milestone 


(ie: and one-half million telephones 
are now served by the General Tele- 
phone System. This milestone reached 
by the General Telephone System is a 
net gain of better than 100 per cent since 
December, 1945; at the close of World 
War II, the system had less than 700,- 
000 telephones. 

General Telephone System traces its 
history back to 1920 when there were 
about 1,544 telephones in service in five 
small Wisconsin communities. Fittingly 
enough, the one-millionth system tele- 
phone was installed at Richland Center, 
Wisconsin, in May, 1948, 

At the end of 1935, the General Tele- 
phone System included 13 operating 
companies with a total of 380,000 tele- 
phones and one directory publishing 
company, Today these 14 subsidiary op- 
erating companies are serving 1,500,000 
telephones; in addition to a greatly ex- 
panded directory company, a manufac- 
turing subsidiary, the Leich Electric 
Company, has been added to the system. 

General Telephone Company of II- 
linois, where the historic installation of 
the 14 millionth telephone took place, is 
one of the major subsidiary operating 
companies within the General Telephone 
System. At present General Telephone 
Company of Illinois is furnishing service 
to more than 160,000 telephones in 222 
exchanges, the largest of which are 
Kewanee, Lincoln, Macomb, Monmouth, 
and Carbondale. 

The General Telephone System is the 
largest independent (non-Bell) _ tele- 
phone organization in the United States. 
Its 1,500,000 telephones are served from 
1,065 exchanges in 19 states. 


5 
AT&T Long Lines Moves from 


New York 


onc Lines DEPARTMENT of American 
Telephone and Telegraph Company 

has announced that headquarters for its 
eastern area will be transferred to White 
Plains, New York, on completion of con- 
struction of a major long-distance 


switching center there early in 1954. 

As a preliminary to construction of 
the building, Long Lines technicians late 
last month began erection of a 200-foot 
temporary tower to test transmission of 
microwave signals between White Plains 
and other points on Long Lines’ radio- 
relay networks, Test signals will be 
beamed to Jackie Jones mountain about 
20 miles north, and to a point near Plain- 
view, Long Island, about 25 miles to the 
southeast. Jackie Jones mountain is the 
location of the first relay station out of 
New York on the New York-Boston re- 
lay system. Plainview will be the first 
station out of New York on a separate 
radio-relay route which will connect New 
York and Albany. Radio-relay systems 
are built primarily for long-distance tele- 
phone transmission and are capable, also, 
of transmitting network television pro- 
grams from city to city. There are no 
plans at present, however, to route tele- 
vision programs through White Plains. 


NGINEERS estimate that the office 

space in the new center will be ready 
for occupancy in early 1954. The com- 
plex switching equipment is expected to 
be installed and in operation by the end 
of that year. 

The automatic switching equipment 
initially will handle approximately 2,500 
long-distance circuits and will relieve 
New York city facilities by handling 
most of the “switched-through” traffic 
to and from New England. Also, it will 
be the switching point for much of the 
long-distance telephone traffic that 
originates and terminates in the West- 
chester area, 

The eastern area of Long Lines in- 
cludes over 12,000 employees located in 
the New England states, New York, 
New Jersey, Pennsylvania, Delaware, 
Maryland, Virginia, West Virginia, and 
Washington, D. C. Long Lines’ part in 
the Bell system is to build, operate, and 
maintain a nation-wide network of tele- 
phone facilities which interconnect the 
regional telephone companies such as the 
associated Bell Telephone companies and 
the hundreds of independently operated 
telephone companies. 
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Financial News 
and Comment 


By OWEN ELY 


W hat Further Efficiencies Can Be 
Expected in Electric Utility 
Operations? 


M*% utility analysts and investors 
are gravely concerned over the 
dangers of inflation, the possible inade- 
quacy of depreciation reserves to provide 
for the ultimate replacement of property 
(based on a 50-cent or 25-cent dollar), 
etc. 

To some extent these fears may be 
offset by the rapid progress made by 
engineers and administrators in the efh- 
ciency of constructing and operating util- 
ity plants. We say “may be” because in 
the past, in too many instances, the sav- 
ings resulting from efficiency have all 
been diverted to residential consumers. 
(Average residential revenues per kilo- 
watt hour were still in a downward trend 
as recently as August, 1952.) It is inter- 
esting, therefore, to get a detailed look 
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at the progress of efficiency and an ap- 
praisal of future possibilities. 

Fischer S. Black, editor of the Elec- 
trical World, in a recent address before 
The Security Analysts Societies regional 
meeting in New York, emphasized the 
continuing trend toward greater effi- 
ciency, which he discussed under the 
twelve following headings: 


Management viewpoint. 
Corporate consolidations. 
Physical interconnections, 
Regulation and rates. 
Effects of growth and system . 
size. 

Effects of size of equipment and 
facilities. 

Obsolescence factors, 

Fuel costs. 

Use of new materials and 
methods. 

Capital equipment and plant 
costs. 

Operating and maintenance ex- 
pense savings. 

12. Utilization of labor. 


CEN D MWPONE 


— —" 
— © 
. . 


R. BLACK’s discussion is summarized 

as follows: There are today some 

500 private utilities, 2,500 municipalities 
and public utility districts, and 1,000 elec- 
tric co-ops. A good many of these, espe- 
cially the small municipals and co-ops, 
are uneconomically poor and there is no 
end to the possibilities for economical 
consolidation as conditions permit. How- 
ever, these consolidations should come by 


DEC. 18, 1952 












PUBLIC UTILITIES FORTNIGHTLY 


way of negotiation rather than by gov- 
ernmental enforcement. 

Regarding physical interconnections, 
most of these already have been made 
where substantial economies can be se- 
cured, but there is much still to be done 
in Ohio and New York, and in the south- 
east and the north-central areas, accord- 
ing to Mr. Black. The east and west 
Pennsylvania systems and the systems 
to the west of Ohio may also be inter- 
connected, The Federal Power Commis- 
sion favors a tie between the Columbia 
basin and California, to save an estimated 
half-million dollars a year. Savings from 
interconnections are proportional to the 
difference in energy and capacity costs 
between systems, and the distance be- 
tween them. 

With respect to regulation and rates, 
considerable progress has been made in 
revision of rate schedules to eliminate 
below-cost rates and inequalities among 
various classes of customers, and to ob- 
tain adequate return on increased con- 
sumer use. Applications for rate increases 
are now being made on the basis of fore- 
casts rather than historical results. 

The effects of growth and system size 
are reflected in long-range planning and 
the regular addition of more modern 
equipment. Improvement in the load fac- 
tor permits greater use of existing equip- 
ment; a 1 per cent increase permits an 
increase in net income of about 4 per 
cent, it is estimated. In this connection 
the huge market for air conditioners and 
electric home heating is an important 
future factor. (Mr. Black perhaps had in 
mind that air conditioning will tend to 
balance the seasonal heating load, and 
improve the load factor.) 


HE use of bigger generators reduces 

the cost per kilowatt. Tripling the 
size of the unit in one case reduced the 
kilowatt cost by 25 per cent; and with 
large transformers the cost reduction has 
been even greater. Operating costs 
(chiefly labor) are also reduced by using 
big units. In the maintenance field, phys- 
ical decay is being reduced and the nor- 
mal life of much equipment is being 
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extended by technological improvements, 
greater use of preservatives, more fre- 
quent inspection, etc. 

Fuel costs are of course a most im- 
portant item, taking 17 per cent of the 
revenue dollar. The utilities are trying 
to combat rising fuel prices resulting from 
annual wage increases by providing 
greater flexibility in use of fuel, so that 
the cheapest fuel at any given time can 
be used. In the coal industry itself prog- 
ress is being made with use of “continu- 
ous mining” machines, by research into 
pipeline transportation and underground 
gasification, etc. The use of fly ash for 
cement mixtures and in fertilizers may 
change this cost liability to an asset. 

The construction cost index has gone 
up 80 per cent, but the average cost of 
generating equipment in the postwar 
period has only risen 29 per cent ; econ- 
omies developed and applied by the elec- 
tric utilities represent the difference. New 
materials and methods are being used for 
construction. Aluminum conductors can 
save as much as 30 per cent over copper 
in certain portions of the system, and 
plastic insulators are also being devel- 
oped. Machinery is taking over from 
hand labor in the construction field. 

The increased cost of the system as a 
whole has risen only slightly in the 
past five years—from $301 per kilowatt 
to $314, or about 4 per cent. The gain 
in revenues per kilowatt hour has risen 
from $78 to $82 or about 5 per cent, thus 
equalizing the higher cost of facilities. 
Equipment is now being used 16 per cent 
more than in 1946. 


U= of man power drops rapidly with 
plant size; one-half a man per 
1,000 kilowatts for large plants compares 
with over one man in smaller plants. 
While fuel prices doubled from 1937 to 
1948, the cost per kilowatt hour generated 
went up only 83 per cent, Since the peak 
was reached in coal prices the cost of 
power generated has been declining, with 
a rapid decrease in the pounds of fuel 
burned per kilowatt hour—a 12 per cent 
improvement in four years. 

In the utilization of labor, the indus- 
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FACTORS IN ELECTRIC UTILITY EFFICIENCY 
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try has also made important strides 
through the use of accounting and other 
business machines, bimonthly meter read- 
ing and card billing, etc. In maintenance 
work labor is being reduced by the use 
of mechanized equipment and two-way 
radios, chemical brush clearing, etc. The 
over-all result obtained through better 
use of labor is indicated by the fact that 
kilowatt hours generated per man-hour 
are now four times as great as in 1930, 
with the trend continuing upward. 

The cost of system maintenance as a 
per cent of electric plant in service is on 
the decline. During 1947 to 1951, main- 
tenance dropped from 2.01 per cent of 
plant to 1.89 per cent. When a correc- 
tion is applied for change in capital value 
of the plant, maintenance has dropped 
from 2.01 per cent to 1.30 per cent of elec- 
tric plant. 

Summarizing, Mr. Black concluded 
that the items of fuel cost, depreciation, 
and fixed charges have now stabilized. 
Operating and maintenance expenses are 
on the decline, the operating ratio having 
dropped from 50 per cent in 1948 to 45 
per cent in 1952. The trend toward great- 
er efficiency has “no foreseeable end,” 
in his opinion. 

Twenty-three charts were presented 
with the address, a few of them giving 
projected estimates through 1953-56; 
some of these have been regrouped and 
combined on page 925. 


© 


The Investor’s Réle in the 
Regulation of Public 
Utilities 

HARLES O’NEIL of Duff and Phelps 
(the well-known Chicago utility 
consultants) recently gave an interest- 
ing and significant talk on the philosophy 
of regulation at the regional meeting of 
the Financial Analysts’ Societies in New 
York, which may be summarized as fol- 
lows: 

Technically the function of regulation 
has been to protect the consumer from 
being gouged by high rates, and, on the 
other hand, to make sure that the utility’s 


property is not confiscated by rates that 
are too low. While the courts used to 
take a very active part in rate regulation, 
they have now delegated most of the fact 
finding to the commissions, placing a 
larger burden of proof on the utility to 
clarify and defend its need for adequate 
earnings. 

Thus, in effect, it is not so much 
the rates themselves that are regulated 
as the net operating revenues, which are 
studied in relation to the arithmetic re- 
sult of applying a fair “rate of return” to 
a fair “rate base.” The rate base repre- 
sents the value of the property devoted 
to public service, including necessary 
working capital and supplies in addition 
to physical plant; rate of return is sup- 
posed to represent the rate of earnings on 
other enterprises having corresponding 
risks, which compete with the utility for 
investment funds. 


N the past great emphasis was laid on 
determination of the rate base and 
this was debated for over fifty years by 
the commissions and courts. In the cele- 
brated Supreme Court decision of 1898, 
Smyth v. Ames, a number of rate base 
factors were mentioned — original cost, 
cost of reproduction, par value and mar- 
ket value of outstanding securities, and 
earning capacity. This combination of 
factors became known as fair value and 
the decision “stood as the law of the land 
for upwards of forty years,” according to 
Mr. O’Neil. However, in determining 
fair value, cost of reproduction came to 
be heavily stressed by the courts, and 
the preparation of statistical data on such 
cost proved a slow and cumbersome 
job, with different experts producing 
widely different results. The result was 
that rate litigation became long drawn 
out, and simpler methods were eventual- 
ly favored. 

Justice Brandeis in the Southwestern 
Bell Telephone Company Case in 1923 
(PUR1923C 193) proposed “prudent 
investment,” which was essentially an 
original cost theory—the word prudent 
was not clearly defined. However, this 
was a minority opinion and it was not 
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until the Natural Gas Pipeline Company 
Case in 1942 (42 PUR NS 129) that 
this concept was finally adopted by the 
Supreme Court. In effect, the majority 
stated that “the Constitution does not 
bind rate-making bodies to the service 
of any single formula or combination 
of formulas.” However, a separate con- 
curring opinion was more definite, sub- 
stituting prudent investment (i.e., origi- 
nal cost) for fair value. 


HILE the rate base concept was thus 

being clarified, the question of rate 
of return was also being developed. 
Justice Brandeis in the Southwestern 
Bell Case had indicated that cost of serv- 
ice should include interest on capital, al- 
lowance for risk, “and enough more to 
attract capital.” In the Natural Gas Pipe- 
line Case the concurring opinion held that 
the rate of return should permit the com- 
pany “to operate successfully and to 
attract capital.” 

About two years later another Su- 
preme Court decision, in the Hope Nat- 
ural Gas Company Case (51 PUR NS 
193), gave “fair value” its final quietus, 
and characterized the rate-making proc- 
ess as “the balancing of the investor and 
the consumer interest.” The court again 
affirmed that “the return to the equity 
owner should be commensurate with re- 


turns on investments in other enterprises 
having corresponding risks . . . so as to 
maintain . . . credit and to attract capital.” 

After sketching the history of these 
Supreme Court dicta, Mr. O’Neil con- 
sidered the rdle played by the consumer. 
Despite the fact that most utility service 
is monopolistic in character, the con- 
sumer still exercises considerable control 
over the utility regardless of regulation. 
“Consumers’ interest in utility service 
breaks down into two elements: (1) 
price, and (2) quantity and quality of 
service. As to the price, they have a ready 
means of expressing themselves. If the 
price is attractive, they will buy more. 
If the price is too high, they will buy 
less. 

“They have done the latter, for ex- 
ample, as to local mass transportation 
service, which is a regulated public utility. 
Thus there is available a natural con- 
sensus of consumer opinion as to the 
price element in that group’s interest in 
public utilities. As to most kinds of util- 
ity service, the individual consumer’s 
complete satisfaction with price levels 
long has been expressed by the strong 
and continuing demand for more service. 
As a result, utility service has come to 
be absolutely basic in every phase of. 
the nation’s social and economic struc- 
ture. 











*UTILITY NEW MONEY FINANCING 
(In Millions) 
Eleven % Increase 
November Months Over 1951 
Electric Utilities 
RE Coble eacbedea hewn $ 30 $ 976 21% 
0 eee re 35 205 12 
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“That structure could not have grown 
to its present proportions without ade- 
quate utility service. It cannot continue 
to grow without adequate increase in 
utility service.” 


URNING to the investor viewpoint, 

Mr. O’Neil pointed out that while 
there have been important changes in 
other characteristics of utility companies, 
there is one that does not change—the 
territory and the customers. Thus the 
investor is widely interested in the atti- 
tude of consumers, and in the utility’s 
public relations ; he does not want rates 
to be so high as to limit use. Instead of 
the implied conflict between investor and 
consumer interests, there is considerable 
identity of interest. The consumer wants 
the utility business expanded, hence he 
must co-operate with the investor who 
supplies the capital for such expansion. 
Regulation is a party to the transaction, 
but the commissions and courts “cannot 
regulate the consumers in their need for 
utility capital to serve them, or the in- 
vestors in their willingness to provide 
that capital.” 

Thus regulation to be effective must 
meet the practical requirements of both 
consumers and investors, “No longer is 
the question what will regulation accord 
to investors,” Mr. O’Neil concludes, 
“now it is what investors require of regu- 
lation.” 

The public service commission of 
Wisconsin in the Wisconsin Electric 
Power Case (93 PUR NS 97), decided 
April 25, 1952, went so far as to state 
that “the investors themselves determine 
the cost of utility equity capital. The 
commission is satisfied. to let the verdict 
rest in their hands.” 


HAT can investors do to aid the 

regulatory process during the pres- 
ent period of dynamic utility growth? 
They can take the negative method of 
merely withholding investments where 
the regulatory atmosphere is unfavorable ; 
eventually this may work out, but during 
the interim consumers may be deprived 
of essential utility service. The positive 


approach is better—investors and ana- 
lysts should try to help regulatory agen- 
cies by seeking opportunities to discuss 
their methods and decisions. 

The investor in common stocks is the 
acute problem at this time, Mr. O’Neil 
points out; in fact, the balance for com- 
mon stock also determines the margin of 
safety for senior securities. Investors are 
not especially concerned with the me- 
chanics of regulation—rate base, rate of 
return, allowed expenses, etc, They look 
at the end results—past and present 
share earnings, and future prospects 
versus risks. The past record enters into 
present appraisal even after there has 
been a change in the facts, and this “in- 
vestor momentum” is an important fac- 
tor which is not sufficiently recognized 
by regulatory agencies. 


ad have been periods, and 
there probably will be again,” 
Mr. O’Neil pointed out, “when the com- 
panies need not raise much new capital. 
It might seem that during such periods 
the end result might be shaded against in- 
vestors, with no detriment to consumers. 
But those periods become part of the rec- 
ord on which investors will make their 
appraisal when next the utility comes into 
the market for capital. It follows, then, 
that if regulation is continuously to func- 
tion successfully, it must recognize this 
‘investor momentum,’ and cannot shade 
the end result merely because there is no 
immediate need for the investors’ capi- 
tal.” 

The investment analysts usually have 
more time to analyze these problems 
than the investors themselves, and they 
should serve the latter by conferring with 
the regulatory agencies and explaining 
their views, Mr. O’Neil indicated, 


* 


What to Do When Acquisition 
Cost Is Far below Original 
Cost? 

O- of our readers has advised us of 


an interesting problem now facing 
a regulatory commission. A company 
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under the jurisdiction of the commission 
has made a purchase of an operating 
plant at a fraction of its original cost. 
The company is claiming recognition of 
the original cost both as to depreciation 
and capital return. The engineering staff 
of the commission states that depreciation 
alone should be allowed on the original 
cost, but that rate of return should be 
related only to the actual cost to the 
present owners. The latter, on the other 
hand, claim that the benefit of their wise 
purchase should not be passed on to the 
consumers but retained by the company. 
Fixing of a purchase-cost rate base 
would mean confiscation of their prop- 
erty rights value, it is maintained. 


T is a little dangerous to generalize per- 
haps without citing all the particulars 

of the case. However, in general, the 
company’s position seems somewhat simi- 
lar to that of a company which ewns an 
old plant with very low original cost and 
which is claiming cost of reproduction 
as a rate base. “Fair value” state com- 


& 


missions would probably allow a rate 
base in between the original cost and cost 
of reproduction, while other state com- 
missions would adhere to original cost. 
In our opinion the “fair value” approach 
is better, particularly in an inflationary 
period, since the burden or penalties 
imposed by inflation are divided between 
consumers and the stockholders, In the 
present instance, assuming that the com- 
mission has discretion and that cost of 
reproduction (less depreciation) exceeds 
the purchase price, it would seem rea- 
sonable to allow a rate base somewhat 
in excess of the purchase price. 

However, it may be noted that if the 
commission adopts the staff proposal, the 
depreciation accrual would be quite high 
in relation to acquisition cost. Thus, on 
an actual cash basis the return to the 
new owners would be fairly generous, 
even if they were limited to a 6 per cent 
return on acquisition cost. To some ex- 
tent, at least, this would reward manage- 
ment for having made a_ favorable 
purchase. 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 














Divi- 

1951 11/26/52 Cur- Share Earnings* Price- dend 

Rev. Price Div. rent Cur. % In- 12 Mos. Earns. Pay-- 
(Mill.) About Rate Yield Period crease Ended Ratio out 

$193 S American Gas & Elec.... 65  $3.00# 46% 7 D2% Sept. 140 65% 
22 O Arizona Public Service .. 154 80 5.2 1.1 75 Sept. 13.0 67 
6 O Arkansas Mo. Power.... 19 110 58 1. 51 23 Sept. 12.6 73 
20 S Atlantic City Elec. ...... 26 1.30 5.0 1.75 13 Sept. 14.9 74 
4 O Bangor ee Sie, Ha 166 57 1.97 — Sept. 142 81 
2 O- Beverly G. & E. ........ 50 3.70¢ 7.4 4.13 31 Dec. 12.1 97 
3 O Black HillsP.&L....... 20 128 6.4 1.73 D6 June 116 74 
74 B Boston Edison .......... 50 2.80 5.6 3.31 8 Sept. 15.1 85 
13 C California Elec. Pr. ..... 11 60 5.5 .90 84 Sept. 12.2 67 
12 O Calif. Oregon Power .... 27 1.60 5.9 1.68 9 Oct. 16.1 95 
40 S Carolina P. & L. oe: ae 2.00 5.1 3.01 12 Oct. 13.0 66 
18 S Cen. HudsonG.&E..... 12 70 58 88 57 Sept. 13.6 80 
14 O Central Ill. E.&G...... 26 1.30 5.0 2.30 8 Sept. 11.3 57 
22 S Central Ill. Light ....... 38 2.20 58 2.64 D6 Oct. 144 83 
ee eS eae 21 1.20 5.7 1.55 - Sept. 13.5 77 
8 O Cen. Louisiana Elec. .... 36 2.00 5.6 3.10** NC Sept. 11.6 65 
24 O Central Maine Power ... 20 1.20 6.0 1.51 14 Oct. 13.2 79 
80 S Central & S. W. ........ 20 1.00 5.0 1.58 18 Sept. 12.7 63 
8 O Central Vermont P. S... 14 84 6.0 1.18** 30 Oct. 11.9 71 
77 S Cincinnati G. & E. ...... 40 Ot 5.0 2.80 1 Sept. 143 71 
5 O Citizens Utilities ........ 13 36% 5.8a 85 21 Sept. 15.3 42 
80 S Cleveland Elec. Illum. .. 53 2.60 4.9 4.01 13 Sept. 13.2 65 
2 O Colorado Cent. Power... 18 100 5.6 1.38 11 Sept. 13.0 72 
31 S Columbus & S.O. E.... 26 140 5.4 1.98 24 Sept. 13.1 71 
281 S Commonwealth Edison .. 33 180 5.5 2.27 17 Sept. 145 79 
7 C Community Pub. Ser. ... 21 1.00# 48 1.63 41 Sept. 12.9 61 
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Divi- 
11/2 . ve Earnings* i 
Rev. (Continued) — oS an "eh “se R 
(Mill) About Rate Yield Period crease 12 Mos. Ratio out (M 
1 O Concord Electric ....... 36 240 67 2.52 DS Dec. 143 95 Sf 
48 O Connecticut L. & P. ..... 16 88F 5.5 .98** — Oct. 163 90 } 
16 O Connecticut Power ..... 39 2.25 58 2.42 3 Sept. 16.1 93 2 
418 S Consol. Edison .......... 38 200 53 251 17 Sept. 151 80 f : 
84 S Consol. Gas of Balt. .... 27 1.40 5.2 1.77** 7 Sept. 15.3 79 f 
129 S Consumers Power ...... 37 2.00 54 2.71 2 Sept. 13.7 74 
SP D Wels ©. Bn ccc secs 3606«=— 2.000 5.6 2.59 — June 139 77 1 
23 S Delaware P.& L........ 26 1.20 46 1.66 D7 Sept. 15.7 72 Fz 
OS OD Bee COE. ccc gece ese 22 140 64 1.45 D30 Dec. 15.2 97 : 4 
164 S Detroit Edison .......... 25 140 5.6 1.62 4 Sept. 15.4 86 4 
SP Gi Be WUE io hncexcccces 99 400 4.0 7.00 11 Sept. 14.1 57 a 6 
76 O Duquesne Light ......... 30 150 50 2.05 7 Sept. 146 73 : , 
7 O EI Paso Electric ........ 24 1.20 5.0 1.92 8 Sept. 12.5 63 1 
9 S Empire Dist. Elec. ...... 25 140 5.6 2.33 24 Oct. 10.7 60 
4 O Fitchburg G. & E. ...... 48 3.00 63 3.12 D15 Dec. 15.4 96 2 
25 S Florida Power Corp. .... 24 120 5.5 1.67 65 Sept. 144 72 ' d 
Se POOUGEe F. & Ea osccevces 34 160 4.7 2.63 8 Sept. 12.9 53 
137 S General Pub. Util. ...... 27 1.60 5.9 2.07 35 Sept. 13.0 77 
5 O Green Mt. Power ....... 19 1.20 6.3 1.79 D8 Sept. 10.6 67 2 
33 S Gulf States Util. ........ 27 120 44 1.82 23 Sept. 148 66 1 
Be 6 BR Bi Bk ce ccevcces 52 2.75 5.3 2.68 D7 Sept. 19.4 103 
4 O Haverhill Electric ...... 33 2.40 7.3 2.59 D17 Dec. 12.7 93 36h 
4i S Houston L. @ Py ...c.00% 25 100 4.0 1.72 32 Oct. 145 58 2 
17 S Idaho Power .........+. 45 1.80 4.0 2.98 3 Sept. 15.1 60 
51 S Illinois Power .......... 40 220 5.5 2.76 D8 Sept. 145 80 15 
31 S Indianapolis P.&L...... 39 2.00 5.1 3.14 18 Sept. 12.4 64 1 
15 S Interstate Power ........ 10 60 6.0 84 25 Sept. 11.9 71 
146 O Towa Elec. L. & P....... 19 110 58 1.60 11 Sept. 119 69 2 
24 S_ Iowa-Iil. G. & E. ....... 28 180 64 2.12 D5 Sept. 13.2 85 1 
25 S Iowa Power & Light .... 25 140 5.6 1.64 D3 Sept. 15.2 85 8 
22 O Iowa Pub. Service ...... 23 140 6.1 1.64 2 Oct. 140 85 3 
9 O Iowa Southern Util. ..... 19 1.20 63 1.44 35 Oct. 13.2 83 
36 S Kansas City P.& L...... 30 160 5.3 2.10 29 Sept. 143 76 2 
16 O Kansas Gas & Elec. ..... 36 2.00 5.6 2.73 14 Oct. 13.2 73 
29 S Kansas Pr. & Lt. ....... 19 112 5.9 1.44 13 Sept. 13.2 78 2 
27 O Kentucky Utilities ...... 18 100 5.6 1.57 10 Sept. 11.5 64 6 
5 O Lake Superior D. P. .... 32 2.00 63 2.91 14 Sept. 11.0 69 1 
6 O Lawrence G. & E........ 33 1.90t 5.8 2.65 D15 Dec. 125 91 10 
53 S Long Island Lighting ... 18 90 5.3 1.29 26 Sept. 13.2 70 5 
35 S Louisville G.& E........ 38 1.80 4.7 nae 8 Sept. 11.8 56 
6 O Lowell Elec. Lt. ........ 45 3.35¢ 7.4 3.70 D7 Dec. 122 91 1 
© ©. Rae Gi © Ge xosscccces 29 160 5.5 1.56 D26 Dec. 18.6 103 7 
6 O Madison G. & E......... 34 160 4.7 2.47 7 Dec. 138 65 2 
3 C Maine Public Service ... 19 1.20 63 1.35 D3 Sept. 14.1 89 2 
3 O Michigan G. & E........ 31 180 58 2.86 15 Sept. 108 63 
112 S Middle South Util. ...... 27 130 48 2.08** 13 Sept. 13.0 63 
17 S Minnesota P. & L. ...... 38 862.20 58 3.20 1 Oct. 119 69 For 
1 O Missouri Edison ........ 11 70 64 1,23 18 Sept. 89 57 17 
G6 © Bees ©. Gh cccciscsc 22 100 4.5 1.56 D9 Dec. 14.1 64 13 
5 O Missouri Utilities ....... 18 1.00 5.6 1.55 D3 Sept. 11.6 65 1 
27 S Montana Power ........ 2 §=6«155¢ 53 2.54 12 Sept. 114 61 2 
13 C Mountain States Pr. ..... 14 84 6.0 1.07 8 Sept. 13.1 79 
105 S New England Elec. ..... 14 90 64 1.15 2 Sept. 122 78 3 
34 O NewEnglandG.& E.... 15 100 6.7 1,33** 14 Oct. 11.3 75 1 
38 O New Orleans P.S....... 41 220 $5 2.81 2 Sept. 146 80 wit 
2 O Newport Electric ....... 30 2.00 6.7 2.73 8 Sept. 11.0 73 
57 S N.Y. State E.&G...... 35 1.90 5.4 2.32 27-0 «Oct. 15.1 82 Ne 
176 S Niagara Mohawk Power. 28 1.60 5.7 1.99 26 Sept. 14.1 80 con 
89 S North American ........ 244 «©6120 5.0 1.41 15 Sept. 17.0 85 Per 
51 O Northern Ind. P. S. ..... 27 152 5.6 2.27 6 Oct. 11.9 67 incl 
89 S Northern States Pr. ..... 13 70 54 95 22 Sept. 13.7 74 liste 
8 O Northwestern P. S. ..... 14 90 64 1.36 9 Sept. 103 66 etc. 
ee eee 37 2.20) «=5.9 2.86 8 Oct. 12.9 77 stoc 
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Divi- 

1951 . 11/26/52 Cur- Share Earnings* Price- dend 
Rev. (Continued) Price Div. rent Cur. % Inm- 12 Mos. Earns. Pay- 
(Mill.) About Rate Yield Period crease Ended Ratio out 
29 S Oklahoma G. & E....... 25 140 5.6 1.93 20 Sept. 13.0 73 
13 O Otter Tail Power ....... 24 1.50 6.3 1.83 D2 Sept. 13.1 82 
r ow OE eee 38 = 2.000 «53 2.49** 16 Sept. 15.3 80 
7 - PadieF. BL. ...\...... 20 #110 55 1.74 29 Sept. 11.5 63 
85 S Penn. Power & Light .... 32 1.60 5.0 2.50 20 Sept. 12.8 64 
7 C Penn Water & Power... 40 2.00 5.0 2.24 — Dec. 17.9 89 
165 S Philadelphia Elec. ...... 32 1.50 4.7 2.28 14 Sept. 14.0 66 
25 O Portland Gen. Elec. ..... 32 1.80 5.6 2.66** — Sept. 12.0 68 
43 S Potomac Elec. Power.... 18 1.00 5.6 1.37 26 Sept. 13.1 73 
49 S Pub. Serv. of Colo. ..... 31 140 4.5 2.05 1 Sept. 15.1 68 
201 S Pub. Serv. E. &G....... 27 1.60 5.9 2.11 NC Mar. 128 76 
50 S Pub. Serv. of Ind. ...... 34 1.80 5.3 2.42 23 Sept. 140 74 
17 O Public Serv. of N. H.... 28 1.80 6.4 2.06** 10 Oct. 13.6 87 
7 O Public Serv. of N.M.... 10 56 5.6 71 DS Sept. 14.1 79 
21 O Puget Sound P.&L..... 23 80 3.5 1.65 D2 Sept. 13.9 48 
38 S Rochester G. & E. ...... 40 2.24 5.6 2.90 25 Sept. 13.8 77 
8 O Rockland L.& P........ 11 60 5.5 69 2 Sept. 15.9 87 
6 & 3 yoo L. @P. ...... 27 1.60 5.9 2.11 9 Sept. 12.8 76 
29 O San Diego G. & E....... 16 80 5.0 1.41 24 Sept. 11.3 57 
11 S Scranton Electric ....... 16 1.00 6.3 1.11 D8 Sept. 144 90 
§ QO Sterra Paciic Pr. ....... 26 1.60 6.2 2.21 9 Sept. 118 72 
118 S So. Calif. Edison ....... aS 2 33 3.04 NC Sept. 125 66 
23 S So. Carolina E.& G..... 12 60 5.0 .80 82 Sept. 15.0 75 
4 O Southern Colo. Pr. ..... 11 70 64 89 4 Aug. 124 79 
154 S$ Southern Company ...... 16 80 5.0 1.18 26 Oct. 13.6 68 
11 S So. IndianaG.& E....... 25 1.50 6.0 2.07 7 Oct. 12.1 72 
2 O Southwestern E. S. ..... 16 96 66.0 1.48 7 Sept. 10.8 65 
23 O Southwestern P. S. ...... 21 1.20 5.7 1.45** 10 July 145 83 
13 C Tampa Electric ......... 43 240 5.6 3.22** 5 Sept. 13.4 75 
82 S Texas Utilities ......... 45 1.88 42 3.01 25 Sept. 15.0 62 
31 S Toledo Edison .......... 12 70 58 1.00 15 Sept. 12.0 70 
7 O TucsonG. E. L. & P..... 30 160 5.3 2.30 41 Sept. 13.0 70 
23 O United Illuminating ..... 43 240f 5.6 2.38 D16 Dec. 18.1 100 
2 O Upper Peninsula Pr. .... 17 1.20 7.1 1.41 —_ Sept. 12.1 85 
24 S Utah Power & Light .... 33 1.80 5.5 2.27 3 Sept. 145 79 
69 S Virginia E. & P......... 26 140 5.4 1.80** 4 Oct. 144 78 
18 S Washington Water Pr. .. 26 150 58 1.72 41 Sept. 15.1 87 
100 S West Penn Elec. ........ 36 2.20 6.1 3.13 20. =Sept. 115 64 
54 O West Penn Power ...... 40 2.00 5.0 2.37 20 Sept. 16.9 84 
8 O Western Lt. & Tel. ...... 24 1.60 6.7 2.34 13 Sept. 103 68 
19 O Western Mass. Cos. ..... 33 2.00 6.1 2.10 D22 Dec. 15.7 95 
73 S Wisconsin Elec. Power .. 28 1.40 5.0 1.73 7 Sept. 16.2 81 
26 O Wisconsin P. & L....... 21 1.20 5.7 1.63 33 Sept. 12.9 74 
25 O Wisconsin Pub. Ser. ..... 19 #110 58 1.30 4 Sept. 146 85 

TIES ans sc ctiewes 5.6% 13.6 75% 

Foreign Companiestt 

173 S Amer. & For. Power.... 8 $ .10#% 13% $1.93 D17% June 41 — 

134 C Brazilian Tract. L.& P... 94 1.00 10.5 2.47 5 ec. 3.8 40% 
15 C Gatineau Power ........ 21 120 5.7 1.30 Di1 Dec. 16.2 92 
2 © Memes L. @ P. ....... 4 _-_ — 44 193 De. 91 — 
8 C Quebec Power .......... 19 1.00 5.3 1.17 D11 Dec. 16.2 86 
37 C Shawinigan Water&Pr.. 42 1.45¢ 3.5 1.84 D7 Dec. 228 79 
16 C Winnipeg Electric ....... 40 240 6.0 2.26 D7 Dec. 17.7 106 





B—Boston exchange. C—Curb exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. NC—No comparable figures available. *If additional 
common shares have been recently offered, earnings are adjusted to give effect to the offering. 
Percentage change is in the balance available for common stock. tEstimated (rate irregular or 
includes extras). {With the exception of American & Foreign Power, these stocks are also 
listed in Canada and the Canadian prices are used. (Curb prices are affected by exchange rates, 
etc.) # Stock dividend also paid. **Based on average number of shares. a—Includes regular 
stock dividend. 
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Story of a Great Utility 





HIS year, 1952, marks the centen- 

nial of one of America’s most out- 
standing companies, Pacific Gas and 
Electric of California. In commemora- 
tion of the event, Charles M. Coleman 
has written a picturesque and wholly 
satisfying account of the turbulent and 
colorful events which accompanied the 
development of the gigantic system 
which now serves northern and central 
California. 

The author might have given us a 
dreary, blow-by-blow account, written in 
the tone of an economist or corporate 
historian, of the gradual consolidation of 
some 500 companies into the present 
system which is now PG&E. It so hap- 
pens that Mr. Coleman is the corporate 
historian of PG&E, but he has happily 
chosen to tell his story in terms of the 
men who struggled to build a utility 
system which would best serve the ever- 
growing population of California. All 
this in the face of what would seem in- 
superable obstacles, to say nothing of the 
disastrous earthquake (or “fire” for all 
California readers) which occurred in 
1906 in San Francisco. The colorful his- 
tory of California is essentially a story 
of courageous and enterprising men who, 
in a relatively short space of 100 years, 
transformed a sleepy Spanish colony into 
an empire which would have made the 
Spanish kings, at the height of their 
power, green with envy. 

Though each section of the United 
States rightly prides itself on the men 
who developed it, California seems to 
have been particularly favored with char- 
acters of extraordinary ability who looked 
upon the gigantic mountains and endless 
deserts as mere challenges to their 
talents and imagination. There is en- 
graved over the stone entrance of the 
California State Office Building in Sac- 
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ramento a revealing line from the pen of 
poet Sam Walter Foss: “Bring me men 
to match my mountains.” California got 
them, as Mr. Coleman so admirably 
demonstrates. 


HERE was, for instance, one Peter 

Donahue, whose failure to “strike 
it rich” in the California hills merely 
fired his Irish enthusiasm for finding 
other and more profitable ways of get- 
ting along. Joining with his brother 
James in an iron and brass foundry in 
San Francisco, he eventually achieved 
the distinction of being the first to light 
the streets of San Francisco with gas. 
The popularity of gaslight stimulated 
competition. The result was the inevi- 
table rate wars, mergers, and consolida- 
tions which form the pattern of much of 
the industrial development of the United 
States. 

With the advent of electricity, Califor- 
nia, needless to say, did not find itself 
lacking for men able enough to exploit 
its possibilities. One of the most inter- 
esting accounts in Mr, Coleman’s book 
is the development of hydroelectric pow- 
er on the foundations of the waterworks 
system built by the gold miners. Hy- 
draulic mining was brought to an end 
by a court injunction against the wash- 
ing of silt from the mines into the rivers, 
but the great aqueduct system, compris- 
ing some 8,000 miles of artificial water 
courses, stood ready and waiting for the 
hydroelectric power industry. The rapid 
growth of the industry, though naturally 
resulting from the pressure of an increas- 
ing population, owes not a little to such 
men as Prince Andre Poniatowski and 
W. H. Crocker, whose Electra power- 
house supplied the first hydro power to 
San Francisco; and to John Martin and 
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Eugene J. de Sabla, Jr., whose efforts in f di 


932 





WHAT OTHERS THINK 


; consolidating the numerous utility sys- 


tems which had sprung up led eventually 


. to the formation of the Pacific Gas and 
| Electric Company in 1905. 


The ink was barely dry on the papers 


| incorporating PG&E when the great 


; 
: 
| 
) 
| 


earthquake (or “fire”) destroyed a large 
part of San Francisco. The rdle of the 
utilities during the crisis, and the in- 
credible difficulties surmounted by the 
newly formed company in its struggle to 
survive the disaster, provides one of the 
most exciting chapters in Mr, Coleman’s 


book. 


HE forty-five years following the 

earthquake have been years of con- 
stant expansion to meet the growing 
needs of an always increasing population 
and new industries ; of new hydroelectric 
plants, natural gas from Texas, a severe 
depression, and a constant fight against 
encroaching government control. Though 
difficulties between the company and the 
Bureau of Reclamation seem to have 
come to a head last year when a 10-year 


“wheeling contract” was finally agreed 
upon by both parties, the ever-increasing 
danger of Federal control is not likely to 
be underemphasized by the present di- 
rectors of PG&E. They can point with 
pride to the history of their organization 
and the men who built it as sufficient 
evidence that the public and private in- 
terest are not necessarily contradictory. 

Mr. Coleman has performed a service 
in bringing to public attention the story 
of this great utility and his book con- 
stitutes a valuable contribution to the 
literature of free enterprise—a literature 
too often neglected by contemporary stu- 
dents of American history. The record 
of governmental paternalism seems dull 
and dismal beside the history of this 
company which in 1952 as in 1852, asks 
not for government assistance, but for 
more Peter Donahues. 

—F. M. 


P. G. anv E. or CaAirorniA, The Centennial 

Story of Pacific Gas and Electric Com- 
pany. By Charles M. Coleman. McGraw- 
Hill Book Company, Inc. New York 18, 
New York. 1952. Price, $4.50. 





Business and the 


HE Chamber of Commerce of the 

United States has called on busi- 
nessmen to help solve some of the prob- 
lems which are driving many transit firms 
into municipal ownership. The chamber 
recently pointed out that city streetcar 
and bus systems carry 16 billion pas- 
sengers a year, including 60 to 80 per 
cent of workers and shoppers. 

Some of the problems of private transit 
companies were listed as follows: Most 
of their service is provided during morn- 
ing and evening rush hours and most of 
their equipment is idle the rest of the 
day ; 60 per cent of every dollar they take 
in goes out in wages and wage costs have 
risen 110 per cent in ten years while the 
cost of vehicles and repairs has jumped 
95 per cent ; since fare increases must be 
approved by state and local regulatory 
bodies, there are long delays before cost 
increases can be offset by higher fares; 
discriminatory street-use taxes are levied 
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Transit Problem 


on transit firms, even though everyone 
uses the streets. 

As a result of these conditions, the 
chamber said, the transit industry is earn- 
ing only a 1.5 per cent return on its value, 
whereas the average return for 3,409 
leading industrial companies in 1951 was 
11.4 per cent. The chamber urged city 
officials, business groups, and civic organ- 
izations to promote: 

1. Greater use of limited stops, turn- 
backs, and express service by streetcar 
and bus lines. 


2. Use of one-way streets, elimination 
of curb parking, restriction of turning 
movements, and use of modern traffic sig- 
nal systems to speed public transporta- 
tion. 


3. Elimination of unwarranted exten- 
sions and other unprofitable services by 
streetcar and bus companies. 

4. Greater use of streetcars and busses 
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by shoppers and workers, especially in 
the nonrush periods. 

5. Staggering of working hours for 
employees by large business and indus- 
trial companies to spread the rush-hour 
load. 

6. Prompt consideration of requests 
for fare increases and swift relief if war- 
ranted. 

7. Relief from unfair local taxes and 
special assessments on transit companies. 


OOR earnings and rising costs have 

forced many private transit compa- 
nies into public ownership where direct 
and indirect tax subsidies were possible. 
But, the chamber noted, public owner- 
ship generally has only made the prob- 
lem worse. 

“Without adequate fares, the mu- 
nicipality must subsidize transit op- 


eration (leading) to enormous deficits 
which must be paid for by increased 
taxes. Politicians have found that opera- 
tion of public transit can be a political 
liability rather than a political asset in 
some cases. Politics enters into employee 
relations, often resulting in inordinately 
higher wage scales....It is a well- 
known fact that the private owner of a 
transit company keeps his bookkeeping 
pencil sharper than any municipal opera- 
tor.” 

The chamber’s transit proposals are 
contained in a booklet entitled “Transit’s 
Crisis . .. Businessman’s Concern,” avail- 
able at 5 cents each or $4.50 per hundred 
on request from the chamber’s transpor- 
tation and communication department, 
1615 H street, N. W. Washington 6, 


D. C. 
—F. M. 





State Socialism 


CLOSE observer of thought trends in 
the United States over the last two 
decades could not help to have noticed 
the increased acceptance among many 
Americans of the idea that socialization 
of industry, such as public utilities, is 
actually little more than practical Chris- 
tianity. The idea that there is something 
immoral about making a profit is a logi- 
cal corollary, to name only one, of such 
a thesis. The seeming inability or unwill- 
ingness of our educational institutions to 
correct such falacious notions, held 
among large numbers of young people, 
may account for the incredible confusion 
among those calling themselves liberals 
concerning such phenomena as “Mc- 
Carthyism.” Be that as it may, propo- 
nents of the contrary view that Chris- 
tianity and Socialism have absolutely 
nothing in common and are, indeed, con- 
tradictions in terms, occasionally burst 
forth with righteous indignation in ar- 
ticles written for the few periodicals 
which bravely risk being denounced 
(from the left) as “reactionary.” 
One such article appears in the Decem- 
ber Ist issue of The Freeman, a periodi- 
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and Christianity 


cal which the editors call “A Fortnightly 
for Individualists.” The author, the Rev- 
erend Dr. Edward A. Keller, CSC, an 
economics professor at Notre Dame Uni- 
versity since 1934, gives a brief but ade- 
quate summary of points contained in his 
book Christianity v. Socialism. The be- 
lief that the true Christian must of neces- 
sity be a Socialist, says the Reverend 
Keller, “discloses a shocking ignorance 
of both Christianity and Socialism, There 
can be no reconciliation between the two 
because Socialism is based on a theory 
of human nature and of human society 
peculiar to itself and irreconcilable with 
true Christianity.” 


o the Reverend Keller the contra- 

diction between secular Socialism 
and Christianity is clearly obvious. He 
states : 


. .. Christianity looks to God and the 
hereafter for the answer to life; So- 
cialism finds the answer in a Utopia 
here on earth. Christianity is intrinsi- 
cally theocentric and supernatural; 
Socialism, despite its trappings of al- 
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WHAT OTHERS THINK 


truism, is materialistic and secularistic. 
Christianity teaches that man has both 
an individual and a social nature; So- 
cialism denies man’s sacred individual- 
ism, making his nature exclusively col- 
lectivistic. Christianity of its very na- 
ture demands freedom for the individ- 
ual, relying on voluntary acceptance 
of its doctrines; Socialism is authori- 
tarian, forcing submission by physical 
force or bribery. 










[) ECAUSE it pretends to contain the final 

\} answer to the problem of life, Social- 

#sm must be condemned by the true 

WChristian, the Reverend Keller writes. In 

i) pungent paragraph on the nature of 

Wocialism, Reverend Keller says: 

| 

| drab monotony, It denies man the ad- 
venture of spiritual living by robbing 
him of his soul, thereby lowering hu- 


4 


. . » While promising the good life, it 
actually reduces all human living to 





man life to the level of animal exist- 

ence. It despoils man of the dignity of 

] individuality, thereby reducing him to 

] the status of a nonentity in the all-im- 
portant socialist state. By denying man 
all spiritual and supernatural hope, 
Socialism destroys the divine spark of 
humor. Human existence, for the soul- 
less serf of the socialist state, becomes 
a painful plodding on a treadmill. 










Instead of a blind dependence on the 
processes of evolution to convert the es- 
sentially selfish human nature into a 
completely unselfish human being, Chris- 
tainity realistically recognizes human 
selfishness but attempts to control it by 
appealing for man’s voluntary adherence 
to a God-given moral code, Reverend 
Keller said. By theoretically substituting 
the “collective conscience” for the per- 
sonal conscience, Soci-lic™ actually en- 
courages a “vicious individualism” by 
absolving the individual iru all personal 
moral responsibilii,. ““V/. .ut the vol- 
untary restraint of the oor! y responsi- 
ble individual members ur society, com- 
munity living becomes intolerable and 
society degenerates into barbarism,” 
Reverend Keller added. 
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M's of the difficulty in the thinking 
of some Christians, says the Rev- 
erend Keller, arises from a confusion of 
the terms “social” and “collective.” 
“Some Christians are inclined toward the 
socialist society because they overem- 
phasize the social side of human nature 
to the practical exclusion of man’s sacred 
individualism, They fail to understand 
that the Christian must be an individual- 
ist because man is made in the image and 
likeness of his Creator. To the Christian, 
the worth of the individual soul exceeds 
that of the universe. This is the basis for 
the Christian teaching of equality, as so 
clearly expressed in our Declaration of 
Independence.” It should be noted, how- 
ever, that “this spiritual equality does 
not extend to equality of talents and other 
natural gifts. Socialist equalitarianism 
flouts the Will of the Creator which cre- 
ated human beings so individualistic that 
no two ever had identical fingerprints.” 

According to the Reverend Keller, one 
has only to recall the Commandments of 
God to discover the Christian condemna- 
tion of Socialism. Two of them, “Thou 
shalt not steal” and “Thou shalt not covet 
thy neighbor’s goods,” directly contradict 
the socialist denial of the right of private 
property. But by far the worst feature 
of Socialism, in the Reverend Keller’s 
view, is its socialization of charity—the 
foundation of Christianity and “the test 
of salvation and the personal obligation 
from which the true Christian cannot ex- 
cuse himself, regardless of how much he 
possesses.” Personal charity is nonexist- 
ent in the socialist state. “The cradle-to- 
the-grave security of the socialist Welfare 
State is un-Christian because it makes 
the individual a moral slave of the state. 
When individuals feed at the breast of 
the Welfare State, they become her 
wards. Destroy the independence of the 
moral person and you destroy the in- 
tegrity of his personality.” 


peers: in short, is the last refuge 
of weak and fearful personalities who 
have failed to live up to their moral obli- 
gations as Christians and are attempting 
to hide their own guilty consciences be- 
hind a false doctrine of humanitarianism. 
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Having little faith themselves, they as- 
sume for their own protection that faith- 
lessness is a universal human character- 
istic. “The instinctive Socialist finds his 
God in a nameless and hopeless human- 
ity. To give some form to this shapeless 
mass he gives to the state the adoration 
and authority that belong only to God. 
The First Commandment having been 
outlawed, the next logical step is the dis- 
carding of all God’s Commandments,” 
the Reverend Keller declared. 

The Notre Dame professor attributes 
the moral degeneracy so prevalent in the 
United States today to an “extensive in- 


fection of human society with the de- 
structive virus of materialistic Socialism. 
When man becomes amoral he becomes 
the pliable clay from which it is easy to 
model the socialist slave—a human being 
willing to trade his spiritual inheritance 
for a mess of pottage.” Transformed into 
a robot, responsible only to his earthly 
master who is the collective representa- 
tive of himself, by turning to Socialism, 
the Reverend Keller concluded, “man 
finally has discovered a method of self- 
destruction by creating himself in his own 


image.” 
—F. M. 





Security Analysts Urge Stronger Utility Industry 


COW are in good times—or what 
appear on the surface to be 
good times—and this is the occasion to 
make still further progress in improving 
the soundness of our essential utility in- 
dustry,” James A. Lyles, vice president 
of The First Boston Corporation, told a 
recent meeting of the New York Security 
Analysts. The subject under discussion 
was the utility rate of return from the 
investor’s viewpoint. 

“Failure of the utilities to be allowed 
to maintain a fair earning power,” Lyles 
said, “will ultimately result in investors 
turning from their utility securities, And 
when the investors want ‘out’ they will 
want it quick. After that occurs, if it does, 
both regulation and management will 
have an extremely difficult time putting 
Humpty Dumpty back together again,” 
Lyles told the group. 

Dr. Alexander Sachs, economist and 
director of the Lehman Corporation, 
pointed out that regulatory thinking has 
been taken from the past and never rec- 
ognizes the future. He compared the cur- 
rent situation to the status of the railroads 
in the 1920’s. He urged the use of re- 
production cost in rate making and said 
that depreciation has been too low. 

Dr. James C, Bonbright, professor of 
finance at Columbia University, asserted 
that allowances for interest during con- 
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struction have been inadequate, citing the 
Northern Natural Gas Case before the 
Federal Power Commission. He also 
cited the failure of regulatory bodies to 
make adequate allowance for cash work- 
ing capital. He said he was alarmed at 
the trend of some commissions in pinch- 
ing off pieces as in rate returns or rate 
bases in their zeal to hold rate increases 
to a minimum. 


| ep urged adoption of a policy by 
commissions which would permit 
temporary rate increases, not niggardly 
in amount. Such increases, subject to re- 
view, would have to be in form and not 
under bond or other method of with- 
holding, he said. He also expressed the 
view that more consideration should be 
given by regulatory bodies to granting 
rate increases in the light of near-term 
financing requirements. He pointed out 
that major items of utility expenditures 
are definitely known as much as two 0 
three years in advance, and revenues an¢ 
expenses can be forecast with reasonable 
accuracy for a year or so. He said the 
burden of financing additions would be 
materially eased if rate increases could 
be obtained on the basis of a conservative 
forecast of plant investment, earnings 
and security issues for as much as twd 
years in advance. 
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The March of 
Events 


In General 


American Economic Association 
To Meet 


HE natural gas industry will be the 

subject of one program of the Ameri- 
can Economic Association meeting to be 
held in Chicago, Illinois, on December 
29th in the Hotel Conrad Hilton. 

Professor Dudley F. Pegrum of the 
University of California will give a paper 
on the economics of production, con- 
servation, and distribution of natural 
gas, and H. J. O’Leary of the Wisconsin 
Public Service Commission will talk on 
the Wisconsin experience in introducing 
and utilizing natural gas. 

Professors H. M. Gray of the Uni- 
versity of Illinois and Joseph M. Rose of 
the University of Pennsylvania will dis- 
cuss these papers. Nonmembers are in- 
vited to participate in the floor discussion. 


St. Lawrence Plan Opposed 


i St. Lawrence power project as 
approved by the International Joint 
Commission could result in users of the 
power paying more than their share of 
the cost of Canada’s St. Lawrence sea- 
way project, an American member of 
the commission argued recently. 

In a dissent from the commission’s de- 
cision, announced last October, Roger 


B. McWhorter said procedures appar- 
ently contemplated by the United States 
and Canadian governments would result 
in loading upon power more than $100,- 
000,000 in costs “which navigation right- 
fully should bear.” 

Two St. Lawrence river projects are 
involved. One is to produce power, the 
other is a seaway designed to give ocean- 
going ships access to the Great Lakes. 


Rates Boosted in Northwest 


Te drought-caused power shortage 
in the Pacific Northwest has forced 
three utility companies to increase rates 
to offset the cost of steam-generated elec- 
tricity, it was reported recently. All 
steam plants in the region are attempting 
partly to make up the power shortage. 

On all billings after November 24th, 
Portland General Electric Company and 
Mountain States Power Company would 
increase rates 20 per cent, it was said. 
Pacific Power & Light Company would 
boost rates 20 per cent in the Portland 
area. 

Right to the surcharge already has 
been granted by the Oregon Public Utili- 
ties Commissioner. Pacific Power had 
an application before the Washington 
Public Service Commission to raise rates 
in that state 11 per cent. 


Arkansas 


Ordered to Establish Rate 
Schedule 


HE state public service commis- 

sion last month ordered Arkansas- 
Louisiana Gas Company to establish a 
rate schedule that would yield $11,706,- 
400 from its 43 industrial customers in 
1952 and each year thereafter. 


937 


Investigations and hearings have been 
under way for the past three years on 
rate questions involved in the company’s 
service to its industrial consumers, who 
consume about two-thirds of all of the 
gas which Arkansas-Louisiana Gas dis- 
tributes in Arkansas. 

The order directed rates and service 
contracts should be uniform between in- 
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dustrial customers. Compliance with the 
order is expected to result in refunds of 


California 


Utilities Ask Boost in 
Gas Rates 


ip tereeage CaLirorNiA Gas Com- 
PANY and Southern Counties Gas 
Company, operating subsidiaries of the 
Pacific Lighting Corporation, have ap- 
plied to the state public utilities commis- 
sion for emergency rate increases. They 
said the boost is to meet an extra 44 cents 
a thousand cubic feet charge granted the 
El Paso Natural Gas Company, effec- 
tive January Ist. 

To meet the extra El Paso charge, the 
firms said, would cost them “about $6,- 
500,000” a year, $4,900,000 for Southern 
California Gas Company and $1,600,000 


District of Columbia 


Asks Boost in Retail Gas Rates 


_ Washington Gas Light Com- 
pany last month asked the District 
of Columbia Public Utilities Commission 
for authority to raise its retail gas rates 
by 4.6 per cent. 

The company said this would raise its 
gross operating revenues by $850,000, of 
which “more than half” would go for 


about $260,000 to the company’s indus 


trial customers. 








As! 


UD B 
for Southern Counties. They have re§ce 
quested permission to pass these infrcen 
creased operating expenses on to theit: 41 
customers. The average monthly rate in sked 
crease would be 15 cents for Southe 
California gas consumers and 10 cents 3 or 
month for Southern Counties’ customers{‘°'“ 
The state commission already had 4 
petition from Southern California Gag 
Company for a rate increase totaling Bot 
“approximately $8,000,000,” or an averfore t 
age increase of 45 cents a month a cus{Wash 
tomer. Hearings were continuing las#ngs t 
month on Southern Counties’ June apjAlgor 
plication for an annual rate increase ofpleted 











jon ( 


$4,850,000, or 88 cents a month a cus} Thy 
tomer. ‘econ 
puppl 





crease, it told the commission it was try- 
ing to anticipate an expected increase 1 
the wholesale rates it has to pay for gas 
Its supplier is the Atlantic Seaboard Cor: 
poration, which now has before the Fed- 
eral Power Commission an applicationf’ 
for higher rates. 
Seaboard was given two increases bypourt 
FPC a year ago, which resulted in higherfat t 
charges to Washington Gas of aboutfim¢s 






taxes. $1,500,000 annually, The new Seaboard] An 
Last May, Washington Gas Light got increase, if allowed, would raise chargesptate 
a rate increase of $1,723,000, its first in to Washington Gas Light by about $700,- 
many years. In applying for the new in- 000. 
* 
° R 
Florida 


Companies under Study 


i b state utilities commission re- 
cently called on four Florida power 
companies to supply it with their op- 
erating and statistical reports for a 12- 
month period. 

The action is another step in the com- 
mission investigation of “whether pres- 
ent electric rates and charges are just 
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and reasonable.” The period for which T: 
the companies must report is the year 
ending September 30th. The information}of a 1 
must be in by January Ist. na. 

Together, the four companies ontaby en 
study supply most of the state with elec-] Stz 
tricity. They are Florida Power & Light,JAlmc 
Tampa Electric Company, Florida Pow-|court 
er Corporation, and Gulf Power Com-[Unit 


pany. natio’ 








THE MARCH OF EVENTS 
Massachusetts 


indus 


Asks Sweeping Investigation 


TATE Senator Philip G. Bowker of 
J Brookline, last month asked for a 
yeeping investigation of the “battle be- 
een two gigantic combines” for control 
bf natural gas in New England, Bowker 
sked that the state legislature set up 
special commission to investigate the 
smersf\Ortheastern Gas Transmission Com- 
had pany and the Algonquin Gas Transmis- 
2 Gagion Company. 
taling Both organizations were appearing be- 
averjore the Federal] Power Commission in 
a cus{Washington. The FPC ordered the hear- 
x lasings to see if it has the authority to let 
1e apsAlgonquin start operating its nearly com- 
ase ofpleted pipeline on a temporary certificate. 
4 cus} The Republican senator, citing the 
‘economic struggle for the control of the 
bupply of natural gas to the New Eng- 
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s try. 

ase int Pipeline Tax Ruled Legal 

r gas ‘ 

| Cor- HE state supreme court, in a 5-to-4 











split decision, last month held that 
fississippi can tax interstate gas pipe- 
ines operating through the state. The 
es bypourt overruled a lower court decision 
igherfhat the privilege tax on interstate pipe- 
aboutpines is illegal. 

board) An appeal will be taken to the United 
argesptates Supreme Court, attorneys for the 
700,- 


Fed- 
cation 


Refuses to Review Utility 
Strike Law 


vhich HE United States Supreme Court 
year last month refused to meet a request 
ationfof a longshoremen’s union local and rule 
on a 1947 Virginia law restricting strikes 
inderfby employees of public utilities. 

elec-] State Attorney General J. Lindsay 
ight,JAlmond had specifically asked the high 
Pow-fcourt to refuse a hearing to Local 333B, 
som-JUnited Marine Division of the Inter- 
national Longshoreman’s Association, 
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land area,” said the public—“the ultimate 
consumer”—has had little to say. 

“It is imperative for the protection of 
the general public as the main party at 
interest, that a sensible and proper in- 
vestigation and evaluation of the entire 
scene be undertaken,” he said. 

Bowker’s proposal also calls for in- 
vestigation of the “competitive features 
of the natural gas industry and the rate 
charges by competing lines.” 

In Washington last month the North- 
eastern Gas Transmission Company ac- 
cused Algonquin of “deliberately creat- 
ing” a natural gas emergency in New 
England to force the government to au- 
thorize temporary operation of the Al- 
gonquin system, 

Governor-elect Christian A. Herter 
had told the hearing he believed the state 
and territory would best be served by 
two competent gas distributors. 


. 
Mississippi 


gas pipeline companies said recently. 

There were 11 cases involved in the 
controversy, but the court decided the 
case of J. P. Coleman, Attorney General 
v. Trunkline Gas Company, and let it 
be the ruling for all. 

The other companies which brought 
the separate suits that were controlled by 
the Trunkline decision included Texas 
Eastern Transmission Company and 
Texas Gas Transmission, 


* 
Virginia 


AFL. He pointed out that the law has 
since been repealed and contended that 
Supreme Court action now would ac- 
tually affect only the local and two of its 
officers. 

The refusal to rule on the old Virginia 
public utility labor law stemmed back 
to June 22, 1951, when the AFL union 
members who work on Virginia Ferry 
Corporation vessels between Kiptopeke 
Beach and Little Creek, Virginia, went 
on strike. 
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Power Project License May Be Made Subject to Conditions 


HE United States Supreme Court 

upheld the authority of the Federal 
Power Commission to impose conditions 
on a power project license award. The 
project was to be constructed on govern- 
ment lands and would have transmission 
lines crossing these lands. In authoriz- 
ing the project, the commission had im- 
posed conditions requiring the licensee to 
permit the interconnection of transmis- 
sion facilities of the United States with 
its own lines and to transmit Federal 
government power over the licensed 
lines to the extent of excess capacity 
above the company’s own needs. 

The court said that § 6, read in the con- 
text of §§ 4 and 10 of the Federal Power 
Act, would seem to give ample authority 
to the commission to attach the condi- 
tions. Protection of the public domain, 
conservation of water-power resources, 
and development of comprehensive plans 
for the waterways were deemed to be 
sufficient to authorize the grant of per- 
mission to a public utility company to 
use the public domain provided it agreed 
to use its excess capacity to transmit 
government power. The court decided 
that Part II of the act did not repeal by 
implication the powers over licensees that 
were deeply engrained in Part I of the 
act and put there by Congress for the 
purpose of protecting the public domain. 


The United States Court of Appeals 
[in 89 PUR NS 87] had entered a judg- 
ment that the commission’s order be 
modified by striking the conditions from 
the order. This action, in effect, modified 
the license. The Supreme Court held 
this to be error. It said that Congress had 
placed its reliance for control of power 
project licenses on the Federal Power 
Commission’s judgment. When the 
court of appeals decided that the license 
should issue without the conditions, it 
usurped an administrative function. 

It was conceded that the lower court 
had power “to affirm, modify, or set 
aside” the order of the commission “in 
whole or in part.” But, the court said, 
that authority is not power to exercise 
an essentially administrative function. 
The nature of the determination was em- 
phasized by § 10(a) of the act, which 
specifies that the project adopted “shall 
be such as in the judgment of the com- 
mission will be best adapted to a com- 
prehensive plan for the improvement 
and utilization of water-power develop- 
ment, and for other beneficial public 
uses.” The court held that whether that 
objective may be achieved if the contest- 
ed conditions are stricken from the order 
is an administrative, not a judicial, deci- 
sion. Federal Power Commission v. 
Idaho Power Co. November 10, 1952. 


e 


Eligibility of Holding Company Director Upheld 


HE supreme judicial court of Maine 
held that a director who entertained 
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the same views on corporate financial 
problems as did investment bankers who 
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PROGRESS OF REGULATION 


rged him to run for the office, voted for 
him, and, by their votes, enabled him to 
¢ elected director of a holding company 
n the process of dissolution, was not an 


‘‘appointee” or “representative” of such 


investment bankers within the statute 
forbidding such persons from being 
directors of holding companies. 

There was no evidence that the party 
owed any express or implied duty to the 
bankers to support or carry out their 
views. Nor was there any evidence that 


she was not to exercise his own independ- 
ent judgment as to what would be for 
the best interests of the corporation in 


any of his acts gs director. On the other 
hand, the right of entire freedom of ac- 
tion on his part, as such director, was 
learly established. 

Those claiming that the director was 
ineligible argued that the Holding Com- 
pany Act was intended to prevent banker 
control of public utilities. The purpose 
of Congress in enacting the statute was 
conceded. To that end certain persons 
are prohibited by § 17(c) of the act from 
acting as directors of holding companies. 


7d 


Among those so disqualified is an ap- 
pointee or representative of any invest- 
ment banker. The court observed that it 
makes no difference how high-minded or 
otherwise qualified a person may be. If 
he comes within one of the prohibited 
classes enumerated, he is barred from 
holding office. But the court said that 
directors of corporations in Maine are 
elected, not appointed, and a person is 
not a representative of an outside in- 
terest, such as an investment banker, if 
he is not in any way under the control of 
such interest and answerable to it for his 
acts, 

The president of the holding company 
declared that the director-elect was not 
qualified to serve because of the statutory 
prohibition. The president’s duties as 
presiding officer at the annual meeting 
were held to be ministerial rather than 
judicial. By declaring the ineligibility of 
the director-elect he usurped a preroga- 
tive of the court. Consequently, his de- 
cision on this point was held to be with- 
out any standing whatsoever. Gilman v. 
Jack, 91 A2d 207. 


Unnecessary Flowage Rights Properly Excluded from Electric 
Rate Base 


A= order of the Vermont commis- 
sion was affirmed in so far as it 
fixed a rate of return to be allowed an 
electric company, but was reversed and 
remanded for the limited purpose of re- 
computing the allowances for Federal in- 
come taxes and for cost of service. The 
supreme court of Vermont affirmed find- 
ings that a return of 64 per cent would 
be sufficient for the company to pay all 
interest charges and dividends on pre- 
ferred stock, to maintain its present divi- 
dend rate on common stock, and to leave 
a substantial balance for surplus. 

The commission was held to have 
properly excluded from the company’s 
rate base certain flowage rights which 
were included under the heading “Prop- 
erty Held for Future Use.” The com- 
pany had no definite plans for the use of 
such property in the near future. This 
land and the water rights were allegedly 


941 


purchased for the purpose of erecting a 
dam and developing power. However, 
evidence indicated that they were pur- 
chased to preclude interference with the 
company’s control of the stream flow 
and thus reduce hydro generation. 

The court pointed out that the com- 
pany could have protected the stream 
flow at its generating station by only pur- 
chasing from the same riparian landown- 
ers the right to have the water flow past 
their lands at its natural level. Such right 
would have cost far less. 

The court believed that the commis- 
sion showed an awareness of rules gov- 
erning a proper rate of return as recently 
announced by the court. For example, 
the court had announced that the fixing 
of just and reasonable rates involves a 
balancing of investor and consumer in- 
terests. From the standpoint of the in- 
vestor there must be enough revenue for 
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capital costs of the business, including 
service on the debt and dividends on the 
stock. The return to the equity owner 
should be commensurate with returns on 
investments in other enterprises having 
corresponding risks. Also the return 
should provide something for the surplus 
account. On the other hand, the court 
said, a public utility has no constitu- 
tional right to profits such as are realized 
or anticipated in highly profitable enter- 
prises or speculative ventures. It has no 
right to a rate sufficient to provide for 
future extensions or additions to its 
plant. 

The company is an operating company 
and also a holding company. It makes a 
consolidated income tax return as per- 
mitted by the Federal Income Tax Law. 
The commission had found that an 
equitable portion of the credits for in- 
terest, amortization of debt discount, and 


expense should be allocated to Vermon 
in computing the company’s Federal in 
come tax for Vermont, and that an alloca 
tion could best be provided by applying 
the ratio of Vermont’s net plant to the 
company’s total net plant. 

The nature of the indenture securing 
the bonds of the company made the plant 
of the subsidiaries just as much ' securit 
for the bonds as the company plant 
which was directly mortgaged. The com 
mission was held to have erroneouslyp 
used figures representing total net cor-§ 
porate plant rather than the larger figures§ 
for net consolidated plant in computing> 
percentages. The court ordered the com-§ 
mission to correct that error so that#} 
smaller sums for interest, amortization 
of debt discount, and expense would bef 
deducted in computing the company’s#} 
Federal income taxes on its Vermont 
plant. Re Citizens Utilities Co. No. 945. 


= 


State Commission Lacks Jurisdiction over Conditional Sales 


Agreement of Interstate Railroad Company 


HE Missouri commission dismissed 
for lack of jurisdiction an interstate 
railroad company’s application for 
authority to act as a guarantor in a con- 
ditional sales agreement for the purchase 
of railroad cars by its subsidiary. Per- 
mission was sought in order that the sub- 
sidiary might consummate the purchase 
agreement at a lower interest cost than 
was otherwise possible. 
The commission pointed out that 
regulation and control of the issuance of 


e 


notes, securities, and other similar docu- 
ments by interstate railroads subject to 
the jurisdiction of the Interstate Com- 
merce Commission lie exclusively within 
the domain of that commission. It held 
that it lacked jurisdiction in such in- 
stances. The commission concluded that 
the holding in such cases was equally ap- 
plicable to the guaranty agreement pre- 
sented in this case. Re Kansas City 
Southern R. Co. Case No. 12,392, 
August 11, 1952. 


Substitution of Bus for Railroad Service Authorized 


UTHORITY to substitute bus service of 

a subsidiary company for rail serv- 

ice of a parent company was granted by 
the Utah commission. 

The commission pointed out that in 
this case both companies operated at a 
loss. A fire had destroyed the railroad’s 
equipment and shops and the added busi- 
ness to the bus company would enable 
such company to operate at a profit. The 
routes of the two companies were closely 
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paralleled. Since the railroad’s equip- 
ment was antiquated, public convenience 
and necessity would be better served by 
bus service. Finally, the commission 
said, the railroad intended to continue 
financial aid to the bus company, if need- 
ed, and other carriers along the route 
would be able to absorb the railroad’s 
railway express business. Re Bamber- 
ger Transp. Co. Case No. 3818, August 
21, 1952. 
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Statutory Vertical Clearance of Tunnel Waived 


ye Missouri commission, under the 
statute requiring that the vertical 
clearance of a tunnel be 22 feet, except 
where such a clearance is found im- 
practicable, authorized submission of 
plans for a tunnel with an 18-foot verti- 
cal clearance. The facts seemed to justify 
this proposal. 

To lower the tunnel would be imprac- 
tical and the cost of raising the tunnel 


e 


top would be substantial. If the tunnel 


top were to be raised, it was held, it would 
create such a slant on a levee that use as 
a public thoroughfare would be destroyed 
and would constitute an effective barrier 
between a proposed national memorial 
and the Mississippi river which are 
linked historically. St. Louis v. Terminal 
Railroad Asso. of St. Louis, Case No. 
11,935, August 7, 1952. 


Five-year Amortization of Defense Facilities Approved 
For Accounting Purposes Only 


oe Indiana commission authorized 
an electric company to amortize its 
emergency defense facilities over a 5- 
year period pursuant to the provisions of 
the Internal Revenue Code. The code 


provides that as to any new facilities con- 
structed for which a government certifi- 
cate of necessity is obtained, short-term 
(sixty months) amortization may be 


used. The consequences, taxwise, of a 
utility’s taking advantage of this new tax 
provision were described by the commis- 
sion in these words: 


Amortization of such costs in lieu 
of normal depreciation thereof for Fed- 
eral income tax purposes will result in 
reductions in Federal taxes on income 
during the period of amortization and 
increase Federal taxes on income there- 
after, during any remaining lives of 
such facilities so amortized. The ac- 
tual effect of the special rapid amorti- 
zation of cost of emergency defense 
facilities is not to create additional in- 
come or a tax saving for the petitioner, 
but simply to défer Federal taxes on 
income, since the total aggregate tax 
deduction allowed is the same if the 
tax rate remains constant whether 
taken in sixty months or spread over a 
longer period. 


The commission was very specific in 
approving accounting procedures which 
the company should follow and in stat- 
ing that the establishment of these pro- 
cedures shall not be controlling for rate- 
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making purposes or security issue pur- 
poses. The procedures follow: 


(a) Provide on its books of account 
for depreciation on facilities covered 
in whole or in part by necessity certifi- 
cates at rates consistent with those for 
like facilities not covered in whole or in 
part by necessity certificates, 


(b) During the period of amortiza- 
tion of such emergency facilities, 
charge to “Provision for Deferred Fed- 
eral Income Taxes” and to credit to 
“Appropriated Surplus Arising from 
Deferment of Federal Income Taxes” 
an amount or amounts in total for each 
year equal to the reduction in Federal 
income taxes arising out of special 
amortization, as provided in § 124A 
of the Internal Revenue Code, in ex- 
cess of the reduction resulting from 
normal income tax depreciation of the 
cost of such facilities. 


(c) After the expiration of the ef- 
fective amortization period and until 
“Appropriated Surplus Arising from 
Deferment of Federal Income Taxes,” 
applicable to specific facilities is ex- 
hausted or such facilities are retired 
from service, charge “Appropriated 
Surplus Arising from Deferment of 
Federal Income Taxes” and credit 
“Portion of Current Federal Income 
Taxes Deferred in Prior Years” with 
amounts equal to the increase in Fed- 
eral taxes on income resulting from 
depreciation on the emergency facili- 
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ties no longer being available for Fed- 
eral income tax purposes. 


Re Indiana & Michigan Electric Co. 
Cause No, 23828, October 7, 1952. 


e 


Federal Power Commission Reaffirms Views on Return 
Related to Cost of Capital 


Eb Federal Power Commission, ex- 
cept for modifying certain rate 
schedules, denied a petition for rehearing 
of its decision in Re Colorado Interstate 
Gas Co. (1952) 95 PUR NS 97, where 
it had allowed a return of 5} per cent to 
provide a return on common stock equity 
of 8.45 per cent after servicing of debt 
and preferred stock requirements and 
after allowance for income taxes. 

The commission said there were no 
facts of record which showed what the 
rate of debt money would be at some un- 
known time in the future when the com- 
pany might raise additional debt capital, 
and the use of a higher interest rate than 
that presently being paid by the company 
would therefore merely represent an un- 
warranted additional allowance for the 
common stock equity and would not 
represent proper cost of debt capital. 

As to a contention that, in measuring 
the return required by investors, the 
commission had misapplied the per- 
centage relationship of the earnings avail- 
able to common stock to the market value 
of common stock (the earnings-price 
ratio), the commission said: 


Colorado argues that if the earnings- 
price ratio is used it should be applied 
to the market value base for the stock 
instead of the book value. Such an ap- 
plication would have the effect of de- 
parting from the investment rate base 
and substituting, in part, a fair value 
base according to the proportion of 
common stock to other capital of the 
company. 

In the alternative, Colorado con- 
tends that the 8.45 per cent earnings- 
price ratio should be applied to the ac- 
tual investment in such manner as to 
effect a 13.79 per cent return on the 
common equity. This contention is as 
novel as it is lacking in merit. It, too, 
would require the rate of return to be 
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fixed so as to maintain the market 
value of the stock. This is circular rea- 
soning. It is well known that the chief 
factor affecting the market value of a 
common stock is the earnings of a cor- 
poration. Accordingly, inasmuch as 
market value reflects the earnings posi- 
tion, the allowance of earnings sufficient 
to maintain that market value would 
completely defeat effective regulation. 
Excess earnings would result in excess 
market value which, under the theory, 
must be maintained ; inadequate earn- 
ings which would result in a depressed 
market value would likewise have to be 
maintained if all that is required under 
the principle stated is the maintenance 
of the market value of the stock. Un- 
der this scheme, if high earnings are 
once obtained they could never be re- 
duced through rate regulation, where- 
as inadequate earnings could not be in- 
creased. The plan is entirely devoid of 
merit. Market values of securities are 
the result and not the cause of earn- 
ings. A fundamental error would be 
committed in the determination of a 
fair rate of return if it were fixed with 
a view of maintaining the market value 
of securities. 


The commission said that it has long 
been recognized that the best means of 
determining what investors require in 
the way of return as to all classes of 
capital, debt, preferred stock, and com- 
mon stock is by resort to the prices pre- 
vailing on the securities markets. 

The company also contended that the 
commission erred in using the relative 
market value method for allocating be- 
tween dry gas and natural gasoline, the 
joint production, gathering, and process- 
ing costs. The company, said the com- 
mission, seemed to believe that the rela- 
tive market value method is invalid un- 
less the current market prices of the re- 
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spective products are used. The commis- 
sion did not agree, for in its judgment 
it would not be proper to use the spot 
market prices of either dry gas or nat- 
ural gasoline for allocating joint costs, 


and the commission had, therefore, used 
average market prices both for dry gas 
and gasoline. Re Colorado Interstate 
Gas Co. Opinion No. 235-A, September 
29, 1952. 


= 


Other Important Rulings 


HE Federal Power Commission af- 

firmed the working capital deter- 
minations set forth in its Opinion No. 
228 (to be published in 95 PUR NS 
289), overruling a contention that the 
commission had erred in offsetting tax 
accruals against working capital require- 
ments on the ground that the company 
had not received an opportunity to be 
heard and disapproving the “balance 
sheet approach” under which the work- 
ing capital requirement is considered to 
be the difference between current and 
accrued assets and current and ac- 
crued liabilities as they appear on the 
balance sheet. Re Northern Nat. Gas 
Co. Opinion No, 228-A, September 26, 
1952. 


The South C :rolina Supreme Court 
held that a state, directly or through an 
authorized commission, may require rail- 
roads to provide reasonably adequate 
facilities for the convenience of communi- 
ties served by them, and railroads may be 
compelled by state legislation to estab- 
lish stations, including a union station, at 
proper places for convenience of patrons. 
State ex rel. Public Service Commission 
— Coast Line R. Co. 72 SE2d 


A Federal district court held that the 
fact that the proposed acquisition of a 
portion of a motor carrier’s operating 
rights would enable the transferee to con- 
duct a more economical operation did 
not entitle the applicant to approval of 
such application when service different 
than that of the transferor would be in- 
stituted and there was no evidence that 
such new service would be consistent with 
the public interest. Houff Transfer v. 
United States (US Dist Ct Va 1952) 
105 F Supp 851. 
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The United States Court of Appeals 
held that a CAB order temporarily sus- 
pending a trunk line carrier’s certificate 
but certificating a feeder airline, was 
proper where evidence established there 
was insufficient traffic to support both 
services and where, instead of a mone- 
tary loss, the suspended airline would 
realize an annual operational gain. United 
Air Lines v. Civil Aeronautics Board, 
198 F2d 100. 


The United States Court of Appeals 
held that the Civil Aeronautics Board 
had power to deny a petition for an air 
carrier’s certificate, without deciding 
whether the petitioner was more fit, will- 
ing, and able than other applicants, 
where there was a reasonable basis for 
questioning the willingness of the appli- 
cant to furnish immediate service which 
public convenience required. Continental 
Southern Lines, Inc. v. Civil Aeronautics 
Board et al. 197 F2d 397. 


The Minnesota commission denied au- 
thority to substitute a prepaid for an 
agency station, even though the annual 
business was slightly less than $8,000, 
and ordered the agency to operate for a 
short trial period because the loss in busi- 
ness was due to the poor crop conditions 
in the area and the poor management on 
the part of former operators of the local 
grain elevators. Re Chicago, St. P.M. & 
O. R. Co. A-7188, September 18, 1952. 


The Wisconsin commission, in author- 
izing a 6.5 per cent return for a tele- 
phone company which operated as a part- 
nership, commented that no allowance 
would be made for income tax since a 
partnership is not subject to any income 
tax. Re Manawa Teleph. Co. 2-U-3857, 
October 31, 1952. 
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The Missouri commission, in deter- 
mining whether or not a railway express 
agency should be discontinued, held that 
the revenues earned by the agency should 
be apportioned on a basis somewhat simi- 
lar to that followed in cases involving the 
discontinuance of railway stations: one- 
half of the gross revenues earned on ex- 
press shipments handled. Re Railway 
Express Agency, Inc. (Missouri Divi- 
sion) Case No. 12,202, August 8, 1952. 


The Wisconsin commission authorized 
increased telephone rates based upon in- 
creased wage costs at the various ex- 
changes, rather than an across-the-board 
proposal, because a general increase 
would more than offset wage increases 
at some exchanges and would not cover 
the cost at other exchanges. Re General 
Teleph. Co, 2-U-3879, October 29, 1952. 


The Missouri commission held that a 
telephone company, under present-day 
high cost of wages, supplies, repairs, and 


maintenance, should not be required to 
provide free interexchange service, and 
the fact that such service had existed for 
years past was no reason for it to con- 
tinue to exist indefinitely in the future. 
Re Middle States Utilities Co. Case No. 
10,929, October 17, 1952. 


The New Jersey Department of Public 
Utilities, although opposed to the estab- 
lishment of new railroad highway grade 
crossings, authorized a municipality to 
construct such a crossing and ordered a 
railroad to erect and maintain automatic 
flashing light warning signals, where ac- 
cess to the immediate area was necessary 
for commercial and industrial develop- 
ment and such crossing was feasible and 
convenient, where both highway and rail- 
road traffic would be of small volume, 
and where there was but a slight possi- 
bility that the crossing would be consid- 
ered for grade-crossing elimination. Re 
Hackensack, Docket No. 6337, Septem- 
ber 24, 1952. 
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CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Hartford Electric Light Company 


Docket No. 8687 
October 10, 1952 


PPLICATION by electric company for authority to increase 
yi \ rates; rate increase prescribed. 


Valuation, § 307 — Working capital — Electric company. 
1. A working capital allowance of forty-five days’ operating expense was 
considered fair and reasonable for an electric company which had a 3-month 
actual billing system with monthly estimated bills payable at the option of 
the customer, p. 167. 


Return, § 24 — Attraction of capital — Financing of new construction. 
2. A fair rate of return of an electric company initiating a program to 
finance necessary construction to meet increased demands for service should 
be measured by what is needed to attract and maintain a financial structure 
which appears prima facie reasonable, p. 168. 


Return, § 26 — Cost of capital — Capital structure. 
3. An electric company’s financing program which would result in a capital 
structure consisting of 47 per cent long-term debt, 12 per cent preferred 
stock, and 41 per cent common stock and surplus, was considered a fair and 
reasonable basis on which to calculate the company’s need of a fair return, 


p. 168. 


Return, § 27 — Dividend and interest requirements — Cost of capital. 
4. The rate of return which an electric company is permitted to earn is 
measured not solely by its historical capital costs, but is tempered by the 
necessity of a reasonable capital structure and the need to maintain a suffi- 
cient cushion over dividend and interest payout to ensure reasonable capital 
costs for future financing and thus preserve the financial integrity of the 
enterprise, p. 169. 





Return, § 27 — Cost of money to company — Historical cost basis — Current cost 
basts. 
5. The reasonableness of the rate of return is measured, as one criterion, by 
the historical and current cost of money for the company, p. 169. 


Return, § 87 — Electric company. 
6. A return of 6.23 per cent was considered sufficient to enable an electric 
company to finance its necessary additions and improvements to meet the 
increased demand for service, where debt capital would comprise about 47 
per cent of its capitalization; preferred stock 12 per cent; and common 
stock and surplus about 41 per cent, p. 173. 


Valuation, § 139 — Construction overheads — Interest during construction. 
7. The inclusion of interest during construction in the rate base was deemed 
consistent with sound rate-making practices for an electric company faced 
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with the necessity of financing a construction program necessary to meet the 
increased demand for service, p. 175. 


Rates, § 303 — Fuel adjustment clause — Electric company. 
8. The fuel adjustment clause of an electric company’s rate schedule should 
be applied against residential and all commercial classes of customers, since 
cost of fuel is one of the necessary out-of-pocket costs borne by the company 
which should be recouped from its customers, p. 175. 


Rates, § 303 — Fuel adjustment clause — Application to street lighting. 
9. The fuel adjustment clause in an electric company’s rate schedule should 
not be applied to street lighting service, since fuel adjustment is applied to 
the energy charge only and the energy portion is a minor part of the total 
charges for street lighting; and since all of the energy is estimated, there is 
no sufficient basis to authorize the exaction of a fuel adjustment from that 


business, p. 175. 


3y the Commission: By a letter 
of application and schedule of rates 
and charges filed to become effective 
July 1, 1952, the Hartford Electric 
Light Company, a public service com- 
pany as defined in § 5390 of the 


General Statutes, Revision of 1949, 


organized and doing business in the 


state of Connecticut, hereinafter called 
the company, seeks authority to in- 
crease its existing rates and charges 
applicable to all customers of the com- 
pany. The proposed schedule of rates 
and charges would produce additional 
revenue of approximately $1,575,000 
per year. The increases are not uni- 
form throughout the several classes 
of customers but are divided as fol- 
Residential, including water 
heating, would be increased by 16.5 
per cent, commercial by 10.4 per cent, 
industrial (Schedule K) by 6.6 per 
cent, and street lighting by .9 per cent. 

Pursuant to § 5409 of the Gen- 
eral Statutes, Revision of 1949, the 
Commission entered upon an investiga- 
tion of the need for and the reason- 
ableness of the proposed rate schedule 
and by its order of suspension and 
notice of hearing, dated May 13, 1952, 
suspended the operation of the pro- 
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lows: 


posed schedule of rates and charges 
pending its conclusions thereon. For 
the purpose of this investigation, the 
Commission assigned the matter for 
a public hearing at its office in Hart- 
ford, on May 26, 1952. Notice of 
the pendency of the proposed rate in- 
creases and of the time and place of 
the public hearing thereon was given 
to the company, to the cities and 
towns affected and to such other 
parties as the Commission deemed 
necessary, and by publication in a 
newspaper having circulation in the 
area affected. At the time and place 
set for the hearing, the company ap- 
peared by counsel. One protestant 
appeared pro se but when it was de- 
veloped that he was not a customer 
of the company nor affected in any 
way he took no part in the proceeding. 
There were no other appearances in 
opposition or as intervenors. 

This application is the first occasion 
since 1921 that the company has 
sought a general increase in its rates 
and charges. During the last thirty 
years, the company has reduced various 
schedules of rates and charges, the 
most recent being in 1946 when com- 
mercial and industrial rates were re- 
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RE HARTFORD ELECTRIC LIGHT CO. 


duced in an aggregate amount of 
$600,000 per annum based on the then 
level of consumption. 

The effect of the proposal on resi- 
dential customers ranges from no in- 
crease at a monthly consumption of 14 
kilowatt hours or less to 18 per cent 
at a monthly consumption of 500 kilo- 
watt hours. These rates are based on 
current costs. Water-heating rates 
would be increased in the order of 22 
per cent. 

The effect of the proposed revision 
of the commercial rate varies consid- 
erably because of the wide difference 
between types of customers on this 
rate schedule ranging from small one- 
room offices to large buildings housing 
entire insurance offices. Generally the 
better the customers’ load factor at any 
particular demand the lower will be 
his percentage increase. These in- 
creases proposed would vary from 6.3 
per cent to 13.0 per cent with an aver- 
age for all commercial customers of 
10.4 per cent. Induscrial customers 
would be affected in a similar manner 
to that indicated for commercial cus- 
tomers with the range of increase 
varying from 4.7 per cent to 11.5 per 
cent, with an over-all average of 7.7 
per cent for the industrial class. Ex- 
isting street lighting customers would 
be affected only by the inclusion of the 
proposed fuel adjustment charge re- 
sulting in an increase of approximately 
9 per cent. New street lighting busi- 
ness would also be affected by higher 
equipment charges to reflect increases 
in the cost of certain equipment since 
the present rates were filed. 


The proposal includes a revision in 
the fuel adjustment base from $6 to 


$10 per net ton. The fuel adjustment 
would apply to all sales instead of 
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being restricted to industrial and to 
some commercial sales as at present. 
Thus, although the percentage increase 
in total revenues from the residential 
class is larger than that to the indus- 
trial and commercial classes, and the 
percentage increase to the commercial 
class is somewhat larger than that of 
the industrial class, the difference in 
the percentage increase is due to the 
imposition of this fuel-equalizing ad- 
justment for the first time on residen- 
tial and small commercial users. Of 
the $852,000 estimated increases to 
residential customers, about $455,000 
is requested to equalize the effect of 
increased fuel costs. Of the $478,000 
estimated increase to commercial cus- 
tomers, about $130,000 represents the 
amount requested to equalize the fuel 
impact and the balance represents an 
increase of 8 per cent from present 
base rates. 

The company serves the towns and 
cities of Bloomfield, East Granby, 
East Hartford, Granby, Hartford, 
Hartland, Rocky Hill, Simsbury, West 
Hartford, Wethersfield, and Windsor 
with a total area served of about 245 
square miles and a population of 300,- 
000. The company had approximately 
94,175 retail customers in 1951. The 
demand on the company’s system has 
been increasing steadily since 1939. 
Although the number of customers has 
increased during this period, the most 
striking increase has been in the use 
per customer. For example, although 
the number of residential customers 
have increased 29 per cent in the pe- 
riod 1939-1951, the kilowatt-hour use 
per customer has increased 73 per 
cent. The result has been an increase 
in system peak demands, for example, 
from 175,600 kilowatts in 1945 to 
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253,600 kilowatts in 1951. The com- 
pany anticipates a steady increase in 
this tendency and expects that by 1954 
peak demand will have increased to 
283,000 kilowatts, or 61 per cent over 
1945. Because of this steady growth 
in the load of the company, it has 
been necessary for it to enlarge its 
plant, both generating and distributing. 
This has occurred during a period of 
steadily rising costs with the result 
that the dollar value of utility plant 
used in providing public service has 
increased much more rapidly than has 
its generating and distributing capac- 
ity. In the period between 1939 and 
1954, estimated, for example, although 
plant capacity will have increased by 
94 per cent, the dollar value of the 
utility plant will have increased by 
156 per cent. The company bases its 


need for rate relief on the allegation 
that although its customers have in- 


creased in number and the use of 
each customer has increased by an 
even greater amount the rise in costs 
of doing business since World War 
I] have offset the increased revenues. 

To illustrate, operating revenues 
have increased from $14,831,000 in 
1947 to $17,891,000 in 1951 while op- 
erating expenses, taxes, and deprecia- 
tion have increased from $11,829,000 
to $14,846,000 in the same period. As 
a result, utility operating income has 
remained relatively stable, ranging 
from $3,002,000 in 1947 to $3,046,- 
000 in 1951. In other words, in a 
time when operating revenues were 
increasing by $3,060,000, operating 
income went up only $44,000. During 
this same period, the cost of company’s 
total utility plant devoted to public 
service increased from $41,000,000 to 
$59,500,000. 


95 PUR NS 


UTILITIES COMMISSION 


Because of the nature of the reg- 
ulated utility industry, only a small por- 
tion of the funds necessary to expand 
plant comes from internal sources, that 
is, from reinvestment of accrual for 
depreciation and the income trans- 
ferred to surplus. As a consequence, 
the major proportion of additional 
funds needed to finance large plant 
additions must be obtained from in- 
vestors, and this company is no excep- 
tion. A self-evident need of sufficient 
earnings to enable the company to ob- 
tain new capital at reasonable terms as 
needed for expansion does not require 
elaboration. The question posed for 
our disposition, however, is what con- 
stitutes such sufficient earnings or, as 
usually termed, a fair rate of return 
and how best can the company obtain 
it without discrimination and in fair- 
ness to its customers. 


Rate Base 

The first determination is the rate 
base or the value of the property which 
the company has devoted to the public 
service and on which judicial and 
economic theory agree that the com- 
pany is entitled to the fair return just 
referred to. This is readily determi- 
nable for the company. The most im- 
portant part of this proceeding, how- 
ever, as it affects the rate base, is the 
large construction program which the 
company contemplates in the years 
1952, 1953, and 1954. Before includ- 
ing any dollar amount for such con- 
struction’ in our allowance of a rate 
base, it is necessary first to examine 
this construction program in detail 
to determine whether it is in the pub- 
lic interest. 


A. Construction Program 
The entire construction program 
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fom January 1, 1952, through De- 
cember 31, 1954, totals $22,820,000. 
Of this total, the new generating sta- 
tion at Middletown, known as Laurel 
station, makes up $15,000,000. At 
the time of the hearing, over $9,000,- 
000 would be completed in 1952, $11,- 
000,000 additional in 1953, and the 
remainder in 1954. Following the 
hearing, however, the company in- 
formed the Commission that because 
of delays resulting from work stop- 
pages in the steel industry and other 
causes there would be a reduction in 
the dollar amount of new plant com- 
pleted in 1952. 

The details of and the necessity for 
plant expansion have been carefully 
examined. The transmission and the 
subtransmission facilities, station, and 
substation improvements, other dis- 
tribution facilities, additions, and im- 
provements to South Meadow station, 
transportation equipment, ordinary 
line extensions, and miscellaneous ex- 
penditures appear in the aggregate to 
be reasonable and necessary to enable 
the company to carry out its obliga- 
tions and meet the steadily growing 
load on its systems. Since the bulk 
of the construction program is com- 
posed of the new Laurel station, par- 
ticular attention has been devoted to 
an inquiry into the necessity for the 
construction of a plant of this size at 
this time. 


The company’s generating capability 
as of the end of the year 1951 amount- 


ed to 265,500 kilowatts. The gener- 
ating plants of the company are located 
at South Meadow, Dutch Point, and 
Tariffville. Of the 265,500 kilowatts 
of installed capacity, 234,000 is located 
at South Meadow, 30,000 kilowatts at 
Dutch Point, and the balance 1,500 
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kilowatts at Tariffville, the latter being 
hydro. The newest and most modern 
of the company’s plants is the South 
Meadow generating station where the 
oldest turbine was installed in 1921 
and the last two units in 1950. Dutch 
Point on the other hand is only used 
in the peak winter months and then 
only when absolutely necessary due to 
low operating efficiencies. The oldest 
turbine at this plant was installed in 
1911 and the latest in 1918. Due to 
the low efficiencies at this station and 
its age, it cannot be relied upon to 
give the performance necessary to 
serve economically the company’s cus- 
tomers. 

The three generating plants of the 
company are connected with the Con- 
necticut Power Company’s relatively 
small steam and hydroelectric plants. 

hus, the total generating capability of 
the combined Hartford Electric and 
Connecticut Power Company systems 
as at the end of 1951 was 277,300 
kilowatts. The combined system in 
turn is tied in with the Western 
Massachusetts Electric Company 
through two transmission lines at 
Agawam, Massachusetts, and with the 
Central Hudson Gas and Electric Cor- 
poration through a transmission line 
near Falls Village. 

From 1945, the end of World War 
II, to 1951 the company’s residential 
customers increased from 70,115 to 
81,479, or about 16 per cent. In the 
same period the kilowatt-hour use per 
residential customer increased from 
about 1,500 to about 2,300 kilowatt 
hours per year, or approximately 53 
per cent. Likewise, from 1945 to 1951 
the number of commercial customers 
has increased from 10,373 to 12,500, 
or about 21 per cent, and the kilowatt- 
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hour use per commercial customer in- 
creased from about 10,000 to about 
11,500 kilowatt hours per year, or ap- 
proximately 114 per cent. Industrial 
sales of the company in particular have 
been greatly affected by the defense ac- 
tivity. Largely because of the Korean 
War, the company’s 1950 industrial 
sales showed an increase of about 40,- 
000,000 kilowatt hours over 1949, and 
1951 industrial sales showed a fur- 
ther increase of about 73,000,000 kil- 
owatt hours. In 1952 it is estimated 
that industrial sales will be more than 
50 per cent above the highest level 
reached during the Second World 
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sales in 1954 will be about 70 per cent 
above such level. Kilowatt-hour sales 
to other utilities have reduced materi- 
ally during this period and will be fur- 
ther reduced by the expected cessation 
of sales to the Western Massachusetts 
Electric Company in 1953. On a 
company-wide basis, total kilowatt- 
hour sales to all customers increased 
from 1946 to 1951 about 10 per cent, 
and by 1954 it is estimated kilowatt- 
hour sales will increase by another 13 
per cent. 

An analysis of the company’s system 
capability in relation to its actual and 
estimated future peak demands is tab- 


War, and total estimated industrial ulated below: 

System Peak y 

Capability Demand Reserve Capability 
Year Kilowatts Kilowatts Kilowatts % 
1945 222,300 175,600 46,700 21 
1951 277,300 253,600 23,700 9 
1952* 277,300 280,000 (2,700) (1) 
1954* 343,300 Proposed 283,000 60,300 18 





* Estimated 
( ) Indicates deficiency 


In order that the company may be 
ready, as it must, at all times to fur- 
nish adequate service to its customers, 
it should have a gross margin of spare 
to take care of scheduled maintenance, 
emergencies, etc., of at least 15 per 
cent. Therefore, it appears necessary 
at this time for the company to provide 
additional capacity to meet the de- 
mands of its customers and, at the 
same time, to give a safe margin to 
meet all emergencies. To accomplish 
this objective, the company is instal- 
ling a 66,000-kilowatt unit at Middle- 
town. The total installed capability of 
the company’s system would then be 
343,300 kilowatts. With an estimated 
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peak demand in 1954 of 283,000 kil- 
owatts, this would give the company 
a reserve of 60,300 kilowatts, or about 
18 per cent. In order to guarantee ad- 
equate service at all times to the cus- 
tomers of the company, to provide a 
reserve for future growth, and, at the 
same time, to allow a sufficient margin 
of spare for maintenance and emer- 
gencies, this additional capacity is nec- 
essary. 

We show in a table below the con- 
struction program of the company for 
the years 1952, 1953, and 1954 which 
will indicate the magnitude of the proj- 
ects and the estimated expenditures by 
years: 
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TABLE I 


Summary of Estimated Cost of Construction Program 
from January 1, 1952 to December 31, 195 











Total 1952 1953 1954 
1. New Generating Station at 
Middletown .............. $15,053,000 $6,416,000 $8,500,000 $137,000 
2. Transmission and Subtrans- 
mission Facilities a 1,806,000 517,000 725,000 564,000 
3. Substation and Substation i 
provements . 1,590,000 330,000 955,000 305,000 
4. Other Distribution Facilities . 1,522,000 806,000 456,000 260,000 
5. Additions and Improvements— 
South Meadow Station 420,000 420,000 as 
6. Transportation Equipment ... 130,000 50,000 40,000 40,000 
7. Ordinary line extensions, trans- 
formers, meters, etc. ..... 1,635,000 545,000 545,000 545,000 
8. Miscellaneous 664,000 264,000 200,000 200,000 
Total 22,820,000 $9,348,000 $11,421,000 $2,051,000 


B. Conclusions Re Rate Base 

We show below, in Table II, the 
rate base of the company as of Decem- 
ber 31, 1952, which makes provision 
for work under construction and that 
portion of the construction program 
above described which will be com- 
pleted by December 31, 1952, includ- 
ing an allowance for materials and sup- 
plies, fuel expense, and working capital 
less contributions in aid of construc- 
tion and the depreciation reserve: 


TABLE II 
Rate Base 
(December 31, 1952) 


Se ee ee $68,551,000 


Less: Contributions (129,000) 
Plus: Materials and Supplies 1 ,000,000 
Fuel Reserve ....... ,308,000 
Working Capital . i "467, 000 
Gross Utility Plant ............ 73,197,000 
Less: Depreciation Reserve .. (13,767,000) 
Net Utility Plant .............. $59,430,000 


[1] A provision for forty-five days’ 
operating expenses as a measure of 
working capital was requested by the 
company. This is based on the 3- 
month actual billing system under 
which most customers are billed with 


monthly estimated bills payable at the 
option of the customer. The allowance 
of forty-five days seems, under the cir- 
cumstances of this proceeding, a fair 
and reasonable estimate. 

An allowance of $2,308,000 for fuel 
expense in 1952 is sought based on 
a 120 days’ supply of fuel normally 
kept at hand. This amount represents 
the cost of oil and coal in storage and 
allows a sufficient margin of safety to 
take care of emergencies which might 
be created as a result of transportation 
difficulties or shortages resulting from 
the unsettled fuel markets. There is 
also included a provision for materials 
and supplies amounting to $1,000,000 
based on actual inventory. These 
estimates do not appear out of line and 
we find that an allowance of $3,308,- 
000 for fuel expense and materials 
and supplies is no more than just and 
fair. 

We turn now to the question of fix- 
ing a return on this rate base. 


Rate of Return 

The precise percentage rate which 
will enable the company to obtain the 
generally recognized standard of at- 
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tracting new capital on fair terms de- 
fies all but the most careful analysis. 
Such an examination of the evidence 
in this proceeding has been made and 
studies completed. We have consid- 
ered the capital structure of the com- 
pany, both present and prospective, to 
determine if it is a reasonably sound 
one for rate-making purposes. We 
have assumed that the company must 
be able at all times to meet its contrac- 
tual obligations on its existing debt 
and preferred securities, and have suf- 
ficient earnings available for the com- 
mon stock, both present and prospec- 
tive, to enable it to keep its financing 
at the lowest level consistent 
with a fair and reasonable rate struc- 
ture. Since the obtaining of common 
stock money is the acid test of the ad- 
equacy of a utility’s earnings, particular 
attention is devoted to this aspect. It 
would be a misdirected public service, 
however, if the financing costs were 


costs 


kept at an extremely iow level only by 
the exaction of rates so high or by 
the maintenance of a capital structure 
so imbalanced as to be in itself an 
unfair burden. To strike this balance, 
we will have to examine carefully all 
the elements which we conceive to in- 
fluence the financial integrity of the 
company and to value them objective- 
ly. 

The first question which concerns us 
is the amount of financing which the 
company anticipates in the reasonably 
immediate future to permit it to expand 
its plant. This determination is funda- 
mental since in the case of the company 
its capitalization has been changing 
gradually since 1937 from all capital 
stock, to bonds, preferred stock, and 


common stock. Such a development 


naturally has a pronounced effect upon 
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the earnings required to keep its se- 
curities readily marketable. We have 
already examined the extent of and the 
necessity for the construction program 
in the immediate future and have 
found it to be in the public interest. 
A. Financing Program 

[2,3] In order to finance the major 
construction program which we have 
found necessary above, the company 
proposes to issue and sell $20,000,000 
in securities. At the time of the hear- 
ing, the company indicated that it was 
not committed to any particular form 
of financing but particular emphasis 
was attached to the possibility of is- 
suing $20,000,000 in bonds. Follow- 
ing the hearing, the company indicated 
to the Commission that its plans have 
changed and that it now plans the is- 
suance of only $15,000,000 in bonds in 
1952 with the balance of $5,000,000 
to be raised in 1953 or later. Although 
this proceeding is not a finance docket 
in which the financial structure is spe- 
cifically before us, our responsibility, 
as we conceive it, is sufficiently broad 
that at this stage a fair rate of return 
should be measured by what is needed 
to attract and maintain a financial 
structure which appears prima facie 
at least not unreasonable. As previ- 
ously mentioned, the company’s cap- 
italization has changed since 1937, at 
which time it was 100 per cent com- 
mon capital stock, and at the time of 
the hearing, consisted of 33 per cent 
long-term debt, 15 per cent preferred 
and 52 per cent common capital stock 
and surplus. If $20,000,000 were to be 
obtained by the sale of debentures, the 
capitalization of the company would 
consist of 50 per cent long-term debt, 
11 per cent preferred stock, 39 per cent 
common stock and surplus. If $15,- 
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000,000 were obtained by the sale of 
debentures and $5,000,000 to the sale 
of preferred stock, the ratios would be 
43 per cent long-term debt, 18 per cent 
preferred stock, and 39 per cent com- 
mon stock and surplus. If $15,000,000 
were obtained by the sale of debentures 
and $5,000,000 by the sale of common 
capital stock, the ratios would be 43 
per cent long-term debt, 11 per cent 
preferred stock and 46 per cent com- 
mon stock and surplus. These figures 
are approximately comparable with the 
capital structure maintained by the in- 
dustry as a whole as disclosed from 
evidence submitted by witness for the 
company. 

Examination of combined capitali- 
zation of all class A and B electric 
utilities as compiled by the Federal 
Power Commission shows that ratios 
at the end of 1950 were approximately 
49 per cent long-term debt, 14 per cent 
preferred, and 37 per cent common 
capital stock and surplus. This pro- 
portion is almost constant in the pre- 
ceding thirteen years which is as far 
as the data go. A comparison with 
this over-all average shows that the 
company’s prospective capital struc- 
ture is roughly in line with the in- 
dustry, particularly if $20,000,000 is 
financed with the sale of debentures. 
We find, therefore, that the prospec- 
tive financing program will result in 
a capital structure which is prima facie 
at least and for rate-making purposes 
only, a fair and reasonable basis on 
which to calculate the company’s need 
of a fair return. This conclusion, of 
course, in no way constitutes an ap- 
proval or disapproval of any specific 
application for authority to issue any 
securities which may be made in the 
future by the company but is restricted 
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to the purposes of determining the 
capitalization of the company in the 
reasonably immediate future to sup- 
port which it must show sufficient 
earnings to maintain investor confi- 
dence. 


B. Cost of Money 

[4,5] The utility operating income 
which for a utility would be a fair 
return has been considered by the 
Commission from several points of 
view. Consistent in these approaches, 
however, has been the desire and pur- 
pose that the company’s revenues be 
no higher than the minimum required 
to meet operating expenses, including 
taxes and depreciation, pay its contrac- 
tual obligations on its debt, and the 
dividend requirements on its preferred 
and common stock. The rate at which 
the company is permitted to earn, 
however, is measured not solely by its 
historical capital costs, but is tempered 
by the necessity of a reasonable capital 
structure and the need to maintain a 
sufficient cushion over dividend and 
interest payout to ensure reasonable 
capital cost for future financing and 
thus preserve the financial integrity of 
the enterprise. 

This factor is usually considered as 
the cost of money. In this proceeding 
it becomes particularly important since 
between December 31, 1951, and De- 
cember 31, 1954, the company will 
have to attract sufficient capital to 
enable it to expand its plant by about 
36 per cent as related to the rate base. 
It is our duty to ensure that the cost 
of this financing be kept at as low a 
level as possible, just as every other 
cost which is borne by the company. 
“Where the financing has been proper, 
the cost to the utility of the capital, re- 
quired to construct, equip, and operate 


95 PURNS 


CONNECTICUT PUBLIC UTILITIES COMMISSION 


its plant, should measure the rate of 
return which the Constitution guaran- 
tees an opportunity to earn.” Missouri 
ex rel. Southwestern Bell Teleph. Co. 
v. Public Service Commission, 262 US 
276, 306, 67 L ed 981, PUR1923C 
193, 214, 43 S Ct 544, 31 ALR 807 
(Brandeis, J., concurring). 

We will determine the dollar amount 
of utility operating income required for 
this purpose by an examination of the 
cost of money on a percentage basis. 
This does not, of course, mean the 
rates are being fixed on a basis of a 
return on invested capital. Rather, 
the reasonableness of the rate of return 
on the rate base hereinafter found by 
the Commission is measured, as one 
criterion, by the historical and current 
cost of money for the company. 


(1) Cost of Debt Capital 

In reaching his conlusions respect- 
ing the composite rate at which the 
company must earn on its total in- 
vested capital, witness first analyzed 
the debt structure of the company. It 
was determined that $17,670,000 was 
already outstanding on which the in- 
terest rate was 2.79 per cent. Al- 
though an allowance for efficiency in 
management was urged, we see no rea- 
son for recognizing a rate of interest 
higher than 2.79 per cent actually being 
paid by the company as a measure of 
the historical cost of debt capital. 

It was originally proposed to issue 
$20,000,000 in additional debt secu- 
rities. Subsequent to the hearing, as 
mentioned above, the company in- 
formed the Commission of its purpose 
to issue $15,000,000 in debt securities. 
The interest rate at which the com- 
pany can reasonably expect to market 
debt securities with a capitalization 
which would result from an additional 
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$20,000,000 bond issue are estimated 
by the company’s witness at 34 per 
cent. The company’s financial rating 
is still high and it has experienced in 
past years marked success in financing 
at low cost. Since the estimates 
reached by the company’s witness are 
based on an average of all issues over 
a reasonably comparable period, it fails 
to allow for a company, such as Hart- 
ford, which is possibly in the lower 
range of the average. We feel that 
the company’s favorable past financial 
record, the adequate coverage of its 
present interest and the lower cost of 


money currently prevailing indicate 
that the cost to the company of pros- 


pective debt capital would be less than 
34 per cent. [or these reasons and 
because the averages used by com- 
pany’s witness do not include privately 
negotiated issues, we feel it reasonable 
to assume the cost of new bond money 
to the company will not be above 34 
per cent. 

On the basis, therefore, of the pres- 
ently outstanding bonds in the amount 
of $17,670,000 at 2.79 per cent and 
$15,000,000 at 3.25 per cent, the com- 
posite rate on debt capital is reduced 
to 3 per cent. 


(11) Cost of Preferred Capital 
Analysis of the evidence submitted 
by the company’s witness indicates 
that the company has been fortunate in 
the rates at which it was able to 
attract preferred stock money in the 
past. Witness for the company con- 
trasts this rate with the average pre- 
ferred offerings at the time the com- 
pany sold its issue, that is, for a period 
ranging from June 1, 1949, through 
December 31, 1949. During that pe- 
riod, none of the seventeen other com- 
panies which marketed preferred stock 
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sold it on a lower-yield basis than the 
company. Witness concludes that de- 
spite this experience in the past, the 
company will no longer be able to 
finance on as favorable terms but, be- 
cause of the change in capital struc- 
ture, will be required to pay dividends 
at a rate higher than the present aver- 
age of preferred stock issues sold pub- 
licly from April 1, 1951, through 
March 31, 1952, which was 4.47 per 
cent for companies whose bonds are 
rated double A or triple A. The 
average for all companies was 4.66 
per cent in this period. From this, 
witness concludes 4.5 per cent would 
be a fair average. Since, however, 
the average dampens the effect of com- 
panies whose financial standing is as 
high as this company, and since the last 
preferred issue sold at .53 per cent be- 
low the market average and .31 per 
cent below the average of all companies 
whose principal bond issues were rated 
double A or triple A, we feel that there 
is no reason the rate at which preferred 
stock can be sold cannot be at least as 
low as the average for all companies 
whose bond issues are rated double A 
or triple A. A composite rate of in- 
terest based on $8,000,000 at 3.9 per 
cent and $5,000,000 at no higher than 
4.47 per cent, or a composite rate of 
at most 4.12 per cent, appears reason- 
able. 


(iii) Cost of Common Stock Money 

To determine the composite cost of 
common stock money, witness has 
largely confined himself to the cur- 
rent cost of equity money. He applies 
this resultant percentage to all com- 
mon and surplus on the sound theory 
that it would be impossible to isolate 
newly acquired capital from outstand- 
ing common stock and pay to the 


former one rate of dividends and to 
the latter another. 

The return which the company must 
earn on its capital stock money was 
measured by the price the witness de- 
termined investors would be likely to 
pay for the dividends and earnings of 
the company’s common stock based on 
market conditions prevailing currently 
and in recent years but with the cap- 
ital structure which Hartford in all 
probability will have in the future. 
Witness then deducted the necessary 
costs incurred in raising common 
capital stock, that is, the difference 
between the going market price with 
no common sale imminent and the net 
proceeds to the company from a new 
offering of common. This seems prop- 
er since what the company would re- 
ceive from a sale of common stock is 
not the number of shares times the 
price sold but rather that figure less 
the costs of financing and, therefore, 
in determining what the company will 
have to pay for its common stock 
money, it must sell enough shares so 
that the resultant proceeds will equal 
what it needs in money and the cost 
to the company will be the dividends 
on that gross number of shares. 

An analysis was made with a view 
to reaching a conclusion on these fac- 
tors which will be discussed imme- 
diately following. Because so many 
of the conclusions represent a judg- 
ment factor which is difficult, if not 
impossible, accurately to identify in 
terms of fractional percentage points, 
no effort will be made in the following 
discussion specifically to distinguish 
where, in our judgment, it varies by 
such fractional percentage points. 
Rather the areas in which our conclu- 
sions differ will be identified and effect 
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will be given in the over-all computa- 
tion of the cost of common stock 
money to the company. 

Witness reaches a conclusion on 
what the dividend of the company’s 
common will be appraised in the future 
by investors if adequately protected by 
earnings through a comparison with 
similar companies having comparable 
sales characteristics and gross rev- 
enues, and witness determined, on the 
basis of these factors chiefly, that the 
typical average utility in the company’s 
bracket experienced a dividend price 
ratio on December 31, 1950, of 6.9 
per cent and an earnings price ratio 
of 9.6 per cent. He concludes that 
the company will thus be appraised 
on a 64 per cent yield basis. 

We feel that the use of an average 
in this particular manner is not wholly 
representative since the investor is not 
buying an average stock but is buying 
a specific stock, namely, common 
shares of the company. As such many 
factors, peculiar to the company, not 
considered by witness, should be ex- 
amined. These include the reputation 
of the company locally, the question of 
competition, the percentage of satura- 
tion of the potential market, the sta- 
bility of the return from certain por- 
tions of the company’s business, for ex- 
ample, the unusually stable commercial 
revenues of the company, and the 
nature of the area served, whether 
rural or urban, for example. Sufficient 
attention was not given in our opinion 
also, to the present dividend market 
price ratio of 5.9 per cent even though 
in a fairly thin market. These factors 
we feel would react favorably to the 
company and in our judgment tend to 
reduce the percentage at which witness 
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computes investor’s appraisal of the 
company. 

The required earnings price ratio 
which is calculated from a determina- 
tion of the dividend payout, which wit- 
ness claims would be required to sup- 
port investor confidence at the level of 
64 per cent, was based on the average 
of electric utilities having comparable 
gross earnings and sales characteris- 
tics as the company. Witness claimed 
8.7 per cent was a fair estimate of this 
value. We feel this average determina- 
tion should not be conclusive. Wit- 
ness also stresses the adverse effects 
resulting from the thinner equity now 
accruing to the common shareholder 
as the capitalization of the company 
changed since 1937. While this fac- 
tor undoubtedly has adverse effects, 
leverage is an advantage as well and 
is so considered by investors. From 
the above, we feel that an earnings- 
market price ratio of 8.7 per cent 
is a high estimate. 

Since certain effects must be pro- 
vided for resulting from a reduction in 
price of the present share value of the 
common stock when a new issue is 
sold, provision must be made for such 
a reduction, sometimes referred to as 
underpricing. After making an effort 
to isolate these factors and measure 
them, witness concludes that a 10 per 
cent discount is a reasonable estimate 
of the effects the cost of financing will 
have on the amount of money the 
company will get from the sale of a 
number of shares under what it would 
get if no sale were imminent. This 
results in a cost of money to the com- 
pany of 9.7 per cent instead of 8.7 
per cent. This percentage of discount 


seems a reasonable calculation based 
on the evidence and comparable to is- 
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sues by other companies similarly sit- 
uated. To this witness adds a percent- 
age to bring the composite cost to 
10 per cent. 

Depending on the underpricing and 
payout used, and considering a yield 
to the investor lower than claimed by 
the company, we find that reasonable 
cost of the equity component for rate- 
making purposes at this time is no 
higher than 8.5 per cent. 

[6] In the last analysis, the cost of 
capital cannot be determined with ab- 
solute accuracy, it is a matter of judg- 
ment. We find that over the fore- 
seeable future the company can reason- 
ably finance its necessary additions and 
improvements and can obtain a rea- 
sonable return on its property with a 
return of $3,700,000, or about 6.23 
per cent on the rate base at the end 
of 1952 when debt capital will com- 
prise about 47 per cent of the com- 
pany’s capitalization, preferred 12 per 
cent, and common stock and surplus 
about 41 per cent. 

We find, therefore, that on the basis 
of proposed rates in effect for the en- 
tire year 1952 and with the proposed 
capitalization for the entire year 1952, 
rates sufficient to yield utility operating 
income of about $3,700,000 are no 
more than just and reasonable. 


Experience under Present Rates 

We now turn our attention to a 
consideration of the company’s ex- 
perience with a view to determining 
whether the utility operating income 
found reasonable above is in fact being 
earned by the company. 

The company claims certain operat- 
ing deductions in its evidence and testi- 
mony and submitted income statements 
for the year 1951 and the estimated 
years 1952, 1953, and 1954. The im- 


pact of the reduction in utility operat- 
ing income, despite additional rev- 
enues, is illustrated by an examination 
of the year 1951. In that year despite 
a record peak of power sold and rev- 
enues obtained, the company expe- 
rienced increases in operating expenses 
to such an extent that its utility operat- 
ing income of $3,046,000 provided 
sufficient funds to pay interest and div- 
idends with a margin to transfer to 
surplus of only $79,000. In the year 
1952, the company expects that its 
experience will be even less favorable 
and, from information submitted dur- 
ing and after the hearing, it appears 
that the company will fail to meet its 
dividend requirements out of current 
earnings by $165,000. 

During 1952, under the impact of 
rising costs and of other factors ad- 
versely affecting the utility income of 
the company, the return on the end of 
year rate base under present rates, as- 
suming $15,000,000 in bonds out- 
standing, and including $35,000 in- 
terest charged construction would 
amount to $2,968,000 or 4.99 per cent. 
It appears, therefore, that the present 
rates charged by the company are earn- 
ing less than a fair return, providing 
the operating expenses submitted by 
the company constitute fair allowances 
for rate-making purposes. 

The operating expenses claimed by 
the company have been carefully exam- 
ined. The largest single item of ex- 
penses for an electric utility is fuel ex- 
pense. Increases in this item of ex- 
pense are to a large extent recovered 
directly through the fuel adjustment 
clause which is presently effective on 
industrial rates and partially effective 
on commercial rates. The proposal of 


the company, it should be pointed out 
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again at this time, would make the re- 
vised fuel adjustment clause applicable 
to all classes of the company’s cus- 
tomers. Transmission line expenses, 
however, need special mention. Prior 
to 1952, these expenses were relatively 
small due to the company’s minor in- 
vestments in transmission lines. Early 
in 1952 the transmission facilities used 
by the company to serve its East Hart- 
ford-Glastonbury load were consider- 
ably enlarged by the addition of a new 
115-kilovolt transmission line neces- 
sary to improve the service character- 
istics of its load in that area. Asa 
result, transmission line expenses have 
increased substantially over 1951. The 
Commission has examined these in- 
creased operating expenses and finds 
them fair and reasonable. 

Inextricably bound up with the 
company’s need for additional rev- 
enues is the construction of the 
new Laurel station discussed in detail 
above under Construction Program. 
This feature of the company’s case 
is important for two reasons. In the 
first place, the need for the large 
amounts of additional capital presently 
confronting the company is brought 
about largely by the necessity of 
building this station. It, therefore, 
represents in a large measure the extra 
burden in the form of carrying charges 
on capital which must be serviced by 
the company. Since it has been shown 
above to be necessary and a proper dis- 
charge of the company’s responsibility 
to construct such a plant, however, our 
estimates of the company’s need for 
revenue for the current year and for 
the immediate future must take into 
account the necessity for this additional 
money. 

It is important for a second reason, 
95 PUR NS 


however, not in our opinion, sufficient- 
ly stressed by the company. That is, 
a new plant of the magnitude and 
efficiency of the new Laurel station will 
materially improve the over-all efii- 
ciency of the company’s system. This 
fact is given recognition in one place 
in the company’s exhibits, at least, 
where fuel expense is estimated to de- 
cline from a high of $6,925,000 in 
1952 to $6,196,000 in 1954, despite 
an estimated increase in estimated 
kilowatt hours sold of 6,320,000 dur- 
ing the same period. The favorable 
effect of the new plant is also illus- 
trated by an examination of the cost 
per kilowatt hour sold estimated by 
the company for the years 1952, 1953, 
and 1954. Despite an increase of .61 
mills in 1953 over 1952, there is an 
increase of only .03 mills per kilowatt 
hour in 1954 over 1953. It is sig- 
nificant that the new Laurel station will 
not become operative until late 1953 or 
early 1954. It was the testimony of 
the company’s witness that only fifty 
new employees will be needed at Laurel 
station and that labor, which reflects 
the impact of inflation in many indus- 
tries, has gone up only 16 per cent 
per kilowatt hour between 1939 and 
1951 for the company. Moreover, 
many of the largest items of cost en- 
tailed in the construction of a large 
steam-generating station will have al- 
ready been incurred by the time the 
first 66,000-kilowatt unit is installed 
at Laurel station. Land costs, most of 
the engineering costs, dock sites and 
fuel handling equipment, getaway 
transmission facilities, and other items 
will not have to be duplicated but 
merely supplemented or, if duplicated, 
can be built at considerably lower unit 
costs excepting, of course, for increases 
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in costs of materials. Thus the cost 
of $227 per kilowatt estimated to be 
the cost for the new Laurel station 
should be relatively lower in the future 
as additional plant is constructed and 
with the construction of additional 
units the over-all efficiency of the com- 
pany’s system will be materially im- 
proved. We feel, therefore, that many 
facts urged on the Commission by the 
company in support of its need for rate 
relief are a result of the coincidence in 
the year 1952 of high operating ex- 
penses and high financing costs attend- 
ant on major expansion at a time when 
the company stands on the threshold 
of using newer, more efficient, and 
more economical generating facilities. 

Since the effects of this observation, 
however, are speculative at best, no 
effort has been made in terms of dollar 
allowances for rate-making purposes 
to provide for them due in part at least 
to the inflationary nature of the cur- 
rent economy. They do, however, 
militate against a provision for addi- 
tional return for the company as a 
kind of bonus insulation against infla- 
tion. For the purposes of this pro- 
ceeding, we find that the operating ex- 
penses submitted by the company are 
fair and reasonable for rate-making 
purposes. 

[7] We have included in our cal- 
culation, however, a provision for in- 
terest charged during construction. 
We feel that this is consistent with 
sound rate-making practices, for this 
company at least, and have made pro- 
vision for it in calculating revenues 
required by the company. 

Experience under Proposed Rates 

The company submitted bill analy- 
ses summarizing the estimated effects 
of the proposed rates on the several 
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classes of customers in support of the 
estimated revenues which would ac- 
crue under the proposed schedule. 
These analyses have been carefully 
examined by the Commission and its 
staff with a view to determining the 
accuracy of the underlying methods 
and the calculations. The conclusions 
reached by the company appear accu- 
rate as a result of this careful examina- 
tion. We find, therefore, that the rates 
as proposed by the company are rea- 
sonably calculated to yield the dollar 
revenues submitted in evidence and 
shown in our table below. [Table III 
omitted herein. | 

Our estimate of the results of the 
company’s operations in 1952, under 
the rates proposed with the minor ad- 
justment described below, indicates 
that the company would earn $3,707,- 
000, including $35,000 interest 
charged construction. This dollar 
amount would result in a rate of re- 
turn on net rate base at the end of 
1952 of 6.24 per cent. 

We find the rates as filed with the 
minor adjustment described below 
will enable the company to meet its 
reasonable operating expenses, includ- 
ing depreciation and taxes, its interest 
charges on its debt, meet reasonable 
dividend requirements on its equity 
capital with sufficient remaining to 
assure the company’s obtaining addi- 
tional capital on the most reasonable 
terms consistent with a sound rate 
structure and are, therefore, no more 
than just and reasonable. 

We show in Table III, income state- 
ments of the company for 1951 and 
1952, with present and proposed rates, 
as adjusted. [Table omitted herein. ] 
Rate Schedule 
[8, 9] Contained in the schedule of 
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rates and charges is a provision for the 
imposition of a fuel adjustment charge 
on all classes of customers including 
residential customers and those com- 
mercial customers who do not already 
bear such a charge. Included is the 
increase in the base rate of fuel from 
$5 to $10 per net ton. The details 
and the effects of this provision 
are described at the outset of this 
finding. 

It appears that the cost of fuel is 
one of the necessary out-of-pocket 
costs borne by the company which 
should be recouped from its customers. 
The function of the fuel adjustment 
clause is to permit the rates of the 
utility involved to follow more closely 
the rise and fall in the cost of fuel. 
This principle has been recognized by 
the Commission in its Docket 7417, 
June 13, 1944, 54 PUR NS 57, in 
which a uniform fuel adjustment 
clause was prescribed and in previous 
proceedings (Docket 8168, Re Con- 
necticut Light & P. Co. Jan. 28, 1949) 
and appears to be properly chargeable 
against residential and all commercial 
classes of customers as well as against 
those currently affected. We _ find, 
therefore, that this feature of the com- 
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pany’s rate schedule should be ap- 
proved. 

A provision is contained, however, 
for the imposition of a fuel adjustment 
charge on street lighting also. Fuel 
adjustment is applied to the energy 
charge only. Since the energy portion 
is a minor part of the total charges for 
street lighting, and since all of the 
energy is estimated, we feel that there 
is not sufficient basis in this proceeding 
and under these circumstances to au- 
thorize the exaction of a fuel adjust- 
ment from street lighting business. 
That feature of the company’s rate 
structure is, therefore, disapproved. 

During the time in which this mat- 
ter was before the Commission for 
its consideration, the company sub- 
mitted a motion to correct certain 
errors in the transcript of testimony. 
These corrections have been carefully 
examined and compared with prepared 
testimony, exhibits, and other pri- 
mary sources. They appear reason- 
able and do not in any case affect ad- 
versely the testimony which they 
purport to correct. The motion to 
correct is, therefore, granted in the 
form in which it was submitted by the 
company. 
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MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Consolidated Gas Company 


D-3430-52.3 
July 28, 1952 


PPLICATION for authority to increase natural gas rates; deci- 
l \ sion postponed pending submission of operating results 
and depreciation study. 


Rates, § 380 — Gas — Increase to cover higher wholesale price of gas. 
1. A gas company should not be permitted to increase its space-heating 
rate in the same proportion as the wholesale cost of gas is increased by its 
supplier where inequities in the existing rate stucture would be perpetuated 
if the increased costs were simply superimposed on the existing rates, but 
the increased revenue need should be secured by the apportionment of the 
increased cost to the corrected rates, p. 178. 


sianaden gyri § 17 — Purpose of rate adjustment — Elimination of inequity. 


Any necessary rate adjustment should have as one of its purposes the 
pe Be or removal of inequalities or inequities appearing in the price 


structure wherever possible, p. 178. 
Revenues, § 1 — Effect of increased costs. 


3. The effect of increased costs upon utility revenues can best be measured 
by actual experience with such costs, p. 178. 


By the Commission: Michigan 
Consolidated Gas Company, herein- 
after called Consolidated, filed an ap- 
plication December 26, 1951, seeking 
authority to increase certain of its nat- 
ural gas rates approximately $7,000,- 
000 annually. During hearing on the 
application, which commenced Janu- 
ary 22, 1952, it developed that certain 

Consolidated’s service areas sub- 
ject to our jurisdiction had not been 
included in the application. Hence, 
by our order of February 27, 1952, 92 
PUR NS 129, we held that the appli- 
cation should be amended to include 
these areas. Such amendment was 


made and hearings on the amended 
application concluded May 14, 1952. 
Consolidated purchases its natural 


[12] 177 


gas from two pipeline suppliers, Mich- 
igan-Wisconsin Pipe Line Company 
and Panhandle Eastern Pipe Line 
Company. Both of these pipelines 
have applications pending before the 
Federal Power Commission request- 
ing increases in their wholesale price 
of gas to Consolidated, and the re- 
quested increases are being collected 
from Consolidated pursuant to bonds 
guaranteeing repayment by the pipe- 
lines of any portion of the increase not 
finally approved by the Federal Pow- 
er Commission. This has resulted in 
the cost of gas purchased by Consoli- 
dated from Michigan-Wisconsin be- 
ing increased 3.5 cents per thousand 
cubic feet and from Panhandle 104 
cents per thousand cubic feet. 
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[1, 2] It was the position of Con- 
solidated that its existing rates for 
space-heating customers covered by 
the application should be increased in 
the same proportion that the whole- 
sale cost of gas to it had been in- 
creased. The Commission staff on 
the other hand contended that Consol- 
idated’s existing rate structure con- 
tained certain inequalities which 
would be perpetuated if the increased 
costs were simply superimposed on 
the existing rates. Instead, the staff 
proposed that certain uniform rates 
designed to remove inequities in Con- 
solidated’s existing rate structure be 
established and that any increased 
revenues needed by Consolidated be 
secured by apportionment of in- 
creased costs to the revised rates. 

There is merit in the staff’s posi- 
tion in this matter. In our order of 


June 5, 1952, dealing with the appli- 


cation of Michigan Bell Telephone 
Company, we held that: “When ad- 
justment of rates becomes necessary, 
such adjustment should have as one 
of its purposes the reduction or re- 
moval of inequalities or inequities 
appearing in the price structure wher- 
ever possible.” Re Michigan Bell 
Teleph. Co. Docket T-252-52.13, p. 
12. This principle is applicable here 
and we therefore approve the position 
of the staff. 

At this point, however, we are met 
by certain deficiencies in the present 
record. A staff witness testified that 
staff work on Consolidated’s depreci- 
ation accrual indicated that a study 
should be made to determine if rates 
used to arrive at the depreciation ac- 
crual are proper and if the deprecia- 
tion reserve is adequate. We do not 
understand this testimony to mean 
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that Consolidated’s depreciation rates 
are too high, in fact they may be low 
in some categories. Rather, we un- 
derstand simply that the staff lacks 
the detailed information necessary to 
permit an evaluation of the deprecia- 
tion rates in terms of the service life 
of the property. 

We are sure that this situation has 
developed through inadvertence rath- 
er than deliberate design; however, it 
should be corrected, and it can be in 
the instant proceeding without any 
substantial detriment to Consoli- 
dated. 

[3] Also in the hearing the city of 
Detroit based its presentation on oper- 
ating results for the calendar year 
1951, while Consolidated and the 
Commission staff used estimated re- 
sults for the calendar year 1952. Con- 
solidated serves approximately 732,- 
000 customers in seven service dis- 
tricts and we do not believe that either 
of the above test periods furnishes a 
firm foundation for the rate adjust- 
ments we propose. 

In Re Michigan Bell Teleph. Co. 
(1951) Docket T-252-51.19, 91 
PUR NS 129, we held that the effect 
of increased costs on revenues could 
best be measured by actual experience 
with such costs. Applying that prin- 
ciple to this proceeding we find that 
ultimate decision herein should be 
based on Consolidated’s actual operat- 
ing results for the year ending Sep- 
tember 30, 1952. Such a test period 
will accurately reflect the effect of in- 
creased costs on revenues and provide 
a solid base for rate adjustment. 

Therefore, it is ordered: 

1. That Michigan Consolidated Gas 
Company immediately institute a de- 
preciation study to ascertain the rea- 
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sonableness of the rates used to deter- 
mine its depreciation accrual. 

2. That further hearing herein be 
held on October 7, 1952, commencing 
at 9:30 a. m. (Eastern Standard 
Time), at this Commission’s offices in 
Lansing, Michigan, for the purpose of 
submitting at said hearing the results 
of the study and actual operating re- 
sults and balance sheet for the 12- 


month period ending September 30, 
1952. 

3. That this Commission’s Order 
No. D-3430-52.1, dated February 
27, 1952, and hereinbefore referred to, 
be and the same is hereby corrected 
for a typographical error occurring on 
page 4, line fifteen, by changing the 
word “improvement” to “improvi- 
dent.” 





WISCONSIN PUBLIC SERVICE COMMISSION 


S. J. Peplinski et al. 


Wisconsin-Michigan Power Company 


2-U-3804 
September 23, 1952 


OMPLAINT against electric company by customers and resi- 
C dents of village for substitution of monthly for bimonthly 
meter readings; granted. 


Payment, § 20 — Substitution of monthly for bimonthly meter reading and billing — 


Urban areas — Savings. 


Substitution of monthly for bimonthly electric meter reading for urban 
customers was ordered where customers were not far apart and cars were 
not used for meter readings, few savings in such an area could be obtained, 
and there was a density of commercial customers, offering the maximum 


possibility of errors. 


By the Commission: On April 10, 
1952, C. J. Peplinski and forty-three 
other residents of the village of Pu- 
laski, Brown county, filed a complaint 
with the Commission objecting to 
bimonthly reading of electric meters. 
The petition reads as follows: 

“We the undersigned residents of 
the village of Pulaski, Wisconsin, are 
hereby petitioning you to instruct the 
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Wisconsin-Michigan Power Company, 
of Appleton, Wisconsin, to read the 
electric meters every month and not 
every other month, as is done pres- 
ently. 
meters is unfair and does not give us 
an accurate monthly electric bill.” 


This present system of reading 


APPEARANCES: S. J. Peplinski and 
others, by Edward Lontkowski, At- 
95 PURNS 
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torney; Wisconsin-Michigan Power 
Company, by Van B. Wake. 

Of the Commission staff: C. F. 
Riederer, engineering department, and 
R. E. Purucker, engineering depart- 
ment. 


Findings of Evidentiary Facts 

The Commission finds the essential 
evidentiary facts herein to be as fol- 
lows: 

The Wisconsin-Michigan Power 
Company as an electric public utility 
serves in one area generally centered 
at Appleton and in another area in 
northeastern Wisconsin. 

In a letter dated March 17, 1942, 
this Commission authorized the Wis- 
consin-Michigan Power Company to 
render estimated bills to customers in 
six rural areas for intervening months 
between quarterly meter readings. 


This authorization was given because 
of the utility’s desire to comply with 
Federal agencies’ requests to save au- 


tomobile tires and gasoline. This 
Commission’s general order 2—U-911 
({1950] 85 PUR NS 97) requires 
authorization before the inauguration 
of such a program. The March 17, 
1942, authorization contained the con- 
dition that monthly reading should be 
retained where excessive automobile 
mileage was not incurred. 

On July 15, 1942, the quarterly 
meter-reading plan was extended to all 
rural territory, but the same condition 
listed above was retained. 

The quarterly billing practice con- 
tinued until sometime after January 
28, 1946, when the Wisconsin-Michi- 
gan Power Company notified the Com- 
mission that it was changing its quar- 
terly reading plan to a bimonthly plan. 
The correspondence when this change 
95 PURNS 


was made also referred to rural terri- 
tory. 

Meters in the village of Pulaski were 
being read on a bimonthly basis, and 
there were other urban communities 
where bimonthly meter reading was 
used. 


The chief complaint at Pulaski ap- 
peared to be against the size of the 
estimated bills. The testimony showed 
that there were instances where the 
estimated use was in excess of two 
months’ actual use, requiring credits 
to be given at the end of the second 
month. It appeared that most com- 
plaints concerning the estimates in- 
volved commercial customers where 
monthly consumptions are more vari- 
able than farm and residential con- 
sumption. 


There are many questions in cus- 
tomers’ minds concerning estimated 
bills. In some instances commercial 
customers have had difficulty explain- 
ing the variable bills from month to 
month to those in their organization 
who pay the bills. The procedure fol- 
lows in estimating and checking esti- 
mated bills materially reduces the sav- 
ing in meter reading under a system of 
bimonthly billing, especially in urban 
areas where automobiles are not neces- 
sary. The greatest difficulty experi- 
enced is with respect to commercial 
billing. 


O pinion 


It is the Commission’s opinion from 
a study of the evidence that extended 
meter-reading plans offer the least pos- 
sibility of savings in urban communi- 
ties because customers are not far apart 
and cars are not used by meter readers; 
that such extended readings in urban 
communities where there is the great- 
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est density of commercial customers 
offer the maximum possibility of er- 
rors. 


Findings of Ultimate Fact 


The Commission finds : 

That it is unreasonable for the Wis- 
consin-Michigan Power Company to 
read meters bimonthly in incorporated 
villages and cities or in unincorporated 
areas of like characteristics. 


Conclusion of Law 


The Commission concludes : 

That the Wisconsin-Michigan Pow- 
er Company as an electric public 
utility is following an unreasonable 
practice in using bimonthly meter 
reading in incorporated villages and 
cities and that this Commission has 
been given the power under §§ 196.02, 
196.03, 196.26, and 196.37, Statutes, 
to investigate complaints and order 
changes in utility practices. That the 
Commission has jurisdiction to re- 


quire Wisconsin-Michigan Power 
Company to discontinue its present 
practice of bimonthly meter reading 
in incorporated cities or villages or 
in areas of like characteristics and to 
require it to read meters at the end of 
each billing period in such areas and 
that such an order should be entered. 


ORDER 


The Commission therefore orders: 

That the Wisconsin-Michigan Pow- 
er Company as an electric public utility 
discontinue its present practice of 
reading meters bimonthly in cities and 
villages and incorporated areas of 
like characteristics and shall schedule 
the reading of all electric meters at the 
end of each billing period in all in- 
corporated villages and cities or in un- 
incorporated areas of like character- 
istics. Such scheduled readings shall 
begin not later than the first of the 
month following twenty days after the 
date of this order. 





FEDERAL POWER COMMISSION 


Re Niagara Mohawk Power Corporation, 


As Successor Licensee to The Niagara 
Falls Power Company 


Opinion No. 237, Docket No. E-6264 
October 3, 1952 


PPLICATION for approval of accounting disposition of amount 
A representing payment in connection with termination of 
certain power contracts by charges to operating expenses over a 

period of years; denied. 


Discrimination, § 104 — Electric company — Charge for mechanical power. 
1. A charge by an electric company for mechanical horsepower delivered by 
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hydraulic turbines to direct current generators owned and operated by an in- 
dustrial company, all located in the utility’s station, is discriminatory when 
the contract rate for such power is fixed at $8 per mechanical horsepower 
per year, which is one-half the rate of $16 per mechanical horsepower per 
year, the equivalent of the rate of $23 per kilowatt per year that other cus- 
tomers pay for electric energy, it appearing that when stated in terms of 
electric energy produced the utility actually receives only 14 mills per kilowatt 
hour for the energy as compared with 3 mills per kilowatt hour received 
from electric customers, p. 184. 


utilities, § 73 — Status of mechanical power — Sale on electric utility's 
premises. 

2. The sale of mechanical horsepower delivered by hydraulic turbines of an 
electric utility to direct current generators owned and operated by an in- 
dustrial company, all located in the utility’s plant, constitutes public service 
subject to regulation by the Federal Power Commission; the meaning of 
“public service” includes sales to industrials and the place where title passes 
is immaterial, p. 185. 


§ 13.4 — Jurisdiciion of Federal Power Commission — Sale of mechanical 
power to industry — Absence of state regulation. 

3. The Federal Power Commission, under § 19 of the Federal Power Act, 

16 USCA § 812, has jurisdiction over charges by an electric company, which 

is a licensee under the act, for mechanical power delivered under contract by 

the utility’s hydraulic turbines to direct current generators owned and oper- 

ated by the industrial company where the electric company not only makes 

sales to other industrials but sells energy to another electric company for 

sale to residential consumers, as well as to commercial and industrial cus- 

tomers and other utilities, p. 185. 

nination, § 50 — Payment to end contract — Failure to invoke Commission 
jurisdiction. 

4. An electric company cannot sustain its claim that a payment to an in- 

dustrial company was necessary to relieve it of the burden of contracts pro- 

viding for service at discriminatory rates when it has made no attempt to 

invoke the jurisdiction of the Federal Power Commission to correct the 

discrimination, p. 185. 

§ 13.1 — Jurisdiction of Federal Power Commission — Contracts. 


5. Contractual provisions do not prevent rate regulation by the Federal 
Power Commission, p. 185. 

§ 214 — Contracts — Payment for termination. 

6. A power company does not sustain its burden of proof that the amount 
paid to an industrial company for termination of a contract for service at 
a discriminatory rate was reasonable when the utility has failed to avail itself 
of factors extant at the time of the negotiations which, if used, might have 
given the utility company a bargaining advantage, apart from the question of 
whether any such payment at all was necessary, p. 186. 

iting, § 12.1 — Cost of terminating contract — Amortization. 

7. The amount paid by an electric company to an industrial company to 
terminate unprofitable contracts for the sale of mechanical power constitutes 
a loss incurred at the time the payment is made and is not the payment of an 
asset of new business which may be charged to operating expenses in the 
future ; and the expenditure should be charged off to earned surplus, p. 187. 
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RE NIAGARA MOHAWK POWER CORP. 


APPEARANCES: Lauman Martin, 
for Niagara Mohawk Power Corpora- 
tion, Applicant; Howard E. Wahren- 
brock, Reuben Goldberg, Francis L. 


Hall, and Theodore French, for 
Staff of the Federal Power Com- 
mission. 


3y the Commission: This is a pro- 
ceeding on an application by Niagara 
Mohawk Power Corporation (Mo- 
hawk), successor in interest to the 
Niagara Falls Power Company (Ni- 
agara), for Commission approval of 
an accounting disposition of the 
amount of $1,500,000 in Account 146, 
Other Deferred Debits, representing a 
payment made to Aluminum Company 
of America (ALCOA), in connection 
with the termination of certain power 
contracts, by charges to operating ex- 
penses over a period of years. 

The power contracts were five in 
number, executed from 1895 to 1922, 
and provided for the lease to ALCOA 
of nonproject land at an annual rental 
of $4,700 and for the purchase by 
ALCOA of a total of 52,000 mechani- 
cal horsepower at $8 per mechanical 
horsepower or $416,000 per year. 
The mechanical power was delivered 
by five of Niagara’s hydraulic turbines 
to direct current generators owned and 
operated by ALCOA, all in Niagara’s 
Schoellkopf station 3A. The output of 
the generators was transmitted to 
ALCOA’s plant immediately adjacent 
to the powerhouse. 

On March 7, 1947, Niagara and 
ALCOA entered into an executory 
agreement providing for the cancella- 
tion, as of March 1, 1949, of the five 
power contracts. Upon the latter date 
Niagara’s service to ALCOA ceased 
and shortly thereafter the direct cur- 
rent generators were removed from the 


Schoellkopf station. In their place 
Niagara installed five alternating cur- 
rent, 60-cycle generators, at a cost of 
$2,574,435, having an aggregate rated 
capacity of 40,000 kilowatts, produc- 
ing 363,085,000 kilowatt hours dur- 
ing the year 1950. Until October 19, 
1950, such energy was sold to Buffalo 
Niagara Electric Corporation at the 
rate charged all of Niagara’s custom- 
ers, 3 mills per kilowatt hour. On that 
date Niagara was merged into Mo- 
hawk which became the successor in 
interest to Buffalo Niagara, and since 
then the five new generators have 
simply contributed to the requirements 
of Mohawk’s system and no attempt 
has been made to identify the output 
of these generators. 

On January 20, 1950, Niagara filed 
its petition with this Commission in 
which it sought an order authorizing 
it to amortize the payment of $1,500,- 
000 by ratable monthly charges to 
operating expense over the period com- 
mencing March 1, 1949, to May 1, 
1967, and approving this procedure 
with respect to all accounting require- 
ments, including the determination of 
project earnings for purposes of § 
10(d) of the Federal Power Act, 16 
USCA § 803(d). By order of July 
11, 1950, we set a hearing in the case 
which was held, after postponement, 
on March 14 and April 4 and 5, 1951. 
Upon the filing of the examiner’s re- 
port and exceptions thereto by the 
staff and by Mohawk, and upon oral 
argument before the full Commission, 
the question before us is whether Mo- 
hawk has sustained its burden of 
proof, which we find is imposed upon 
it, that its proposal to amortize the $1,- 
500,000 payment over an 18-year peri- 
od is reasonable or appropriate for the 
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purposes of the Federal Power Act, 
and that in the determination of the 
amount of amortization reserves to be 
established and maintained pursuant to 
§ 10(d) of the act, the payment should 
be included in the determination of 
income as a proper operating cost. In 
our opinion it has not sustained that 
burden so that we are also required to 
determine what is the proper account- 
ing treatment for this amount. 

Mohawk bases its claim for amorti- 
zation of the $1,500,000 on the conten- 
tion that it was a necessary expendi- 
ture to secure release from its con- 
tracts with ALCOA and to secure the 
advantages of selling the energy at a 
higher price. We find the contention 
not supported by the record. 

[1] In its relationship with Niaga- 
ra, ALCOA was given preferential 
treatment in that the contract rate was 
fixed at $8 per mechanical horsepower 
per year, one-half the rate of $16 per 
mechanical horsepower per year which 
was the equivalent of the rate of $23 
per kilowatt per year that Niagara’s 
other customers paid for electric ener- 
gy. In other words, had the power 
been sold to ALCOA at the same 
equivalent rate that Niagara’s other 
customers paid for electric power, Ni- 
agara would have received approxi- 
mately twice as much per year as it 
received for the 52,000 mechanical 
horsepower it furnished to ALCOA. 
When stated in terms of electric energy 
produced by the 52,000 mechanical 
horsepower during the period, Niaga- 
ra actually received only 14 mills per 
kilowatt hour for this energy, as com- 
pared with 3 mills per kilowatt hour 
received from electric customers. 

This was so discriminatory, in fact, 
that had the power been sold to Niag- 
95 PUR NS 


ara’s other customers, instead of to] 
ALCOA, during the period 1928-| 
1937, Niagara would have received} 
$6,001,687 more in revenues. This 
discrimination was admitted by Mo- 
hawk’s President Machold in the 
course of the hearing as follows: 


QO. Well, in the period of time from 
1940 to 1947 was the ALCOA rate 
discriminatory ? 

A. Well, I suppose you could say it 
was discriminatory in the generally 
accepted view as of today, yes. 


And Mohawk’s witness Howell, 
whose duties included the formula- 
tion of Niagara’s rates and the prepa- 
ration of power contracts, could offer 
no explanation of the difference be- 
tween the rate to ALCOA and the rate 
to Niagara’s other customers. 

While Mohawk contends that it 
was earning a fair return on its con- 
tracts with ALCOA, no adequate 
presentation of evidence to support 
this contention was made at the hear- 
ing. In 1921, the licensee refused 
to make a new contract with ALCOA 
except at its standard rates, although 
it immediately did make an additional 
contract for 3,000 mechanical horse- 
power with a rebate clause giving the 
reduced rate, which it recognized at 
the time as questionable. The dis- 
crimination was also pointed out in a 
report prepared by licensee’s own rate 
expert, John T. Kimball,’ which 
strangely enough was given no weight 
by Mr. Machold. 

The New York Public Service 
Commission had attempted to abro- 
gate the agreements because the rate 
was discriminatory but in 1942 the 
state court of appeals held the Com- 
mission to be without jurisdiction 
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RE NIAGARA MOHAWK POWER CORP. 


(Aluminum Co. of America v. Malt- 
bie [1942] 289 NY 357, 48 PUR NS 
125, 45 NE2d 908). In such a case, 
§ 19 of the Federal Power Act, 16 
USCA § 812, provides: 
sg in case of the development, 
transmission, or distribution, or use 
in public service of power by any li- 
censee (hereunder) or by its customer 
engaged in public service within a 
state which has not authorized and em- 
powered a Commission or other agency 
or agencies within said state to regu- 
late and control the services to be ren- 
dered by such licensee or by its cus- 
tomer engaged in public service, or the 
rates and charges of payment therefor, 
it is agreed as a condition of 
such license that jurisdiction is hereby 
conferred upon the Commission, upon 
complaint of any person aggrieved, or 
upon its own initiative, to exercise 
such regulation and control until such 
time as the state shall have provided 
a Commission or other authority for 
such regulation and control: = 


[2] Mohawk contends that the sale 
of power to ALCOA was not subject 
to our jurisdiction because made on 
Niagara’s premises for utilization in 
ALCOA’s plant. The meaning of 
“public service” is broader than this. 
It certainly includes sales to indus- 
trials, and the place where title passes 
is immaterial. 


[3] Furthermore, from the lan- 
guage of § 19, this Commission’s 
jurisdiction attaches where the licensee 
or its customer is engaged in public 
service in any respect, and where a 
state Commission does not have juris- 
diction to regulate the service in ques- 
tion. Such a situation obtained here 
because Niagara not only made sales 
to other industrials but sold energy to 
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Buffalo Niagara Electric Corporation 
which sold energy to residential con- 
sumers as well as to commercial and 
industrial customers and other utilities. 

This Commission’s jurisdiction over 
the sale to ALCOA is confirmed by 
the legislative history of the Federal 
Water Power Act which was enacted 
after frequent reference to the Niagara 
Falls project and its relationship to 
ALCOA, recognizing that the act 
would confer regulatory jurisdiction 
over the sales to ALCOA. 59 Cong 
Rec 1101-1103, 1481-1495, 6526, 
6531, 6532, H Rep No. 910, 66th 
Cong 2d Sess p. 13; see also Niagara 
Falls Power Co. v. Federal Power 
Commission (CA2d 1943) 51 PUR 
NS 40, 137 F2d 787, 791, 792, certi- 
orari denied (1943) 320 US 792, 88 
L ed 477, 64 S Ct 206. Furthermore, 
the House Conferees dropped an 
amendment to the bill which sought 
to exempt prior contracts not extend- 
ing beyond the terms of the license, 
stating that the amendment had par- 
ticular reference to the contracts at 
Niagara Falls and would protect con- 
tracts which could not otherwise be 
defended. H Rep No. 910, 66th Cong 
2d Sess p. 13, April 30, 1920. See 
also 59 Cong Rec 6524, 6525. 

[4,5] With remedial action of this 
Commission so available to it, Mo- 
hawk cannot sustain its claim that its 
payment of $1,500,000 was necessary 
to relieve it of the burden of these con- 
tracts inasmuch as it made no attempt 
to invoke our jurisdiction to correct 
the discrimination. In fact, President 
Machold stated that the possible juris- 
diction of this Commission was not 
given any weight although Niagara’s 
studies had recognized that the exist- 
ence of such jurisdiction would have 
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an important bearing on the consid- 
eration paid for the cancellation of the 
contracts. _Mohawk’s president also 
admitted that the payment probably 
would not have been made if Niagara 
could have secured the same financial 
advantage through regulatory action. 

There is here a strong parallel to a 
discriminatory situation which pre- 
vailed in Wyoming in a case before the 


state Commission involving water 
rates and services by the city of Chey- 
enne. The Union Pacific Railroad 


Company had"been enjoying free water 
service under a contract entered into 
in 1889. The Wyoming Commis- 
sion initiated an investigation upon its 
own motion and in 1924 found, among 
other things, that such a contract re- 
sulted in “unjust discrimination 
against the other water consumers of 
the city.” Re Water Rates and Serv- 
ice for Cheyenne, 5 Bien Rep Wyo 
PSC 174. A schedule of water rates 
was fixed which did away with this 
free service and other special rates 
which were found to be unduly prefer- 
ential. 


Tn this connection it is, of course, 
well established that contractual pro- 
visions will not prevent the application 
of valid regulation. Midland Realty 
Co. v. Kansas City Power & Light Co. 
(1937) 300 US 109, 113, 81 L ed 540, 
17 PUR NS 113, 57 S Ct 345; Un- 
ion Dry Goods Co. v. Georgia Pub. 
Service Corp. 248 US 372, 63 L ed 
309, PUR1919C 60, 39 S Ct 117, 9 
ALR 1420. In the latter case it was 
said (248 US at p. 377, PUR1919C 
at p. 64.) “ the right of pri- 
vate contract must yield to the exigen- 
cies of the public welfare when deter- 
mined in an appropriate manner by 
the authority of the state . 
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Furthermore the courts have stated 
that there is an obligation on corpora- 
tions performing a public service to 
take the initiative in establishing rea- 
sonable rates free of discrimination. 
Georgia v. Pennsylvania R. Co. 
(1945) 324 US 439, 459, 460, 89 L 
ed 1051, 59 PUR NS 132, 65 S Ct 
716; Pennsylvania Water & Power 
Co. v. Consolidated Gas, E. L. & 
Power Co. (CA4th 1950) 86 PUR 
NS 33, 184 F2d 552, 567, certiorari 
denied (1950) 340 US 906, 95 L ed 
655, 71 S Ct 282. 

[6] Apart from the necessity of 
making any payment at all to ALCOA, 
we find that Mohawk has not sustained 
its burden of proof that the amount 
was reasonable in view of Niagara’s 
failure to avail itself of factors extant 
at the time of the negotiations which, 
if used, might have given Niagara a 
bargaining advantage. Such factors 
included : 

(1) The fact that the contracts were 
subject to a provision entitling AL- 
COA to discontinue taking one-half 
the mechanical horsepower only after 
five years’ notice and the remaining 
half only after a further notice of five 
years, resulting in a penalty of $1,921,- 
500 for an immediate cancellation; 
and 


(2) At the time of the negotiations 
there was excess capacity in the alumi- 
num industry due to the previous ex- 
pansion during the war, and, of AL- 
COA’s five smelting works, the Niag- 
ara Falls plant was the oldest and 
smallest and was obsolete and less 
economical than its other more modern 
plants. In fact, after operations 
ceased at ALCOA’s plant its presi- 
dent stated in a letter dated July 22, 
1949, to the president of Niagara, 
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RE NIAGARA MOHAWK POWER CORP. 


“The termination of our operations 
there has been dictated by economics 
and not by any desire on our part to 
leave Niagara Falls.” 

As has already been stated, the rec- 
ord shows that Mr. Machold disre- 
garded the report prepared by John T. 
Kimball (now vice president in charge 
of rates for Mohawk) which consid- 
ered these factors highly relevant. 
Mr. Machold merely calculated that 
Niagara could afford to pay up to $1,- 
500,000 on the basis that the conver- 
sion of the 52,000 mechanical horse- 
power into electric energy and the sale 
of that energy at 3 mills would in- 
crease Niagara’s revenues from the 
five turbines used to serve ALCOA 
from approximately $400,000 a year 
to $1,000,000. It is clear from Niag- 
ara’s failure to consider ALCOA’s 
bargaining weaknesses that Niagara 
was not motivated by the normal con- 
siderations governing an independent 
party engaged in arm’s-length bar- 
gaining, but, for some reason not dis- 
closed, had decided to make the pay- 
ment of $1,500,000 whether or not it 
was reasonably necessary. 


[7] The payment was made, as 
applicant readily admits, to gain free- 
dom from unprofitable contracts. But 
assuming arguendo that the applicant 
had shown both a necessity for the 
payment, and that the amount was rea- 
sonable, it has still failed to show 
facts justifying the proposed account- 
ing charge to future periods oi the 
cost of abrogating the undesirable con- 
tracts. The facts of record show that 
the sale of mechanical power had long 
been relatively less profitable than the 
test of the licensee’s business—ap- 
proximately $6,001,687 less profitable, 
during the period 1928-1937, as al- 
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ready pointed out. As an alternative to 
continuing that business, the licensee 
decided to take an immediate loss of 
$1,500,000 and quit said business en- 
tirely. The $1,500,000 was a loss in 
the mechanical power business and it 
was incurred at the time the payment 
was made terminating that business. 

On the applicant’s showing, there 
is no warrant for calling the payment 
an asset of new business, as it would 
have to be to justify charging it to the 
future. Clearly it was not an asset 
but a loss, and as a loss it was not one 
resulting from the new 60-cycle electric 
power business which the licensee 
thereafter entered upon. 

Furthermore, transferring a past 
loss to the future would have the de- 
ceptive effect of overstating past profits 
and understating future profits. We 
find, therefore, that the $1,500,000 
payment would represent at best a loss 
suffered in the year it was made and 
one which may not be charged to fu- 
ture periods. 

Finally, the charging of the cancella- 
tion payment as an operating expense 
would be a confirmation by the FPC 
of the canceled agreements notwith- 
standing their manifest discrimination 
in favor of ALCOA. Since the prin- 
cipal interest of the Commission in the 
accounting entry for this cancellation 
payment lies in the determination of 
excess earnings under § 10(d) of the 
Federal Power Act, upon the facts of 
record this payment cannot be consid- 
ered in the determination of earnings 
under that section. 

Mohawk gains nothing from its reli- 
ance on the decisions of the New York 
Commission and the Bureau of Inter- 
nal Revenue. The New York Com- 
mission (probably because it was 
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without jurisdiction over the discrimi- 
natory rate) approved the accounting 
entry as an operating expense, but 
said that it was not passing upon the 
reasonableness of the payment (Re 
Niagara Falls Power Co. [for author- 
ity to amortize, etc.], Case No. 14471, 
Nov. 14, 1949). The Bureau of In- 
ternal Revenue, without passing upon 
the question before the FPC, made a 
closing agreement allowing the li- 
censee tax credits over the years up to 
1967 by reason of the cancellation 
payment. These tax credits will, at 
the present tax rates, reduce the 
monthly charge from $6,880.73 to $4,- 
381, so that the licensee will be out 
approximately $954,985 instead of 
$1,500,000. 

The licensee claims that the can- 
celed agreements had received the sanc- 
tion of state and Federal courts, citing 
United States v. Aluminum Co. of 
America (1941) 44 F Supp 97, 136, 
137; (1945) 148 F2d 416, 434. We 
are unable to find any discussion of 
these particular agreements in either 
court. The state reference was to 
the Maltbie Case above-mentioned 
[(1942) 289 NY 357, 48 PUR NS 


125, 45 NE2d 908] which was not | 


court approval of this agreement but 
a holding that the state Commission 
was without jurisdiction. 

The Commission therefore orders; 

(A) The application, filed on Janu- 
ary 20, 1950, by the Niagara Falls 
Power Company (Niagara Mohawk 
Power Corporation, successor li- 
censee) for an order approving the 
amortization by ratable monthly charg- 
es to operating expense of the amount 
of $1,500,000, which it paid to the 
Aluminum Company of America with 
respect to agreements dated March 7, 
1947, and March 1, 1949, is hereby 
denied. 

(B) Petitioner shall charge off the 
expenditure referred to in paragraph 
(A) to Account 271, Earned Surplus. 

(C) The charge to Account 271, 
Earned Surplus, ordered in paragraph 
(B) above shall not be considered in 
computing the surplus earned in excess 
of a specified reasonable rate of return 
for the purpose of establishing and 
maintaining amortization reserves 


under the provisions of § 10(d) of the | 


Federal Power Act, 16 USCA § 803 
(d). 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Oriole Motor Coach Lines, Incorporated, 


Doing Business As Washington 


Suburban Lunes 


P.U.C. No. 3331, Formal Case No. 416, Order No. 3916 
September 4, 1952 
PPLICATION of interstate bus company for approval of route 
A within the District of Columbia; denied. Petition for recon- 
sideration denied October 6, 1952. 
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RE ORIOLE MOTOR COACH LINES 


Monopoly and competition, § 30 —What constitutes competition — Bus service. 


1. Separate bus lines do not have to be operated over identical routes in 
order to be rendering a competitive service with one another, p. 191. 


Monopoly and competition, § 62 — Bus service. 
2. An interstate motor bus carrier’s request for approval of a route within 
the District of Columbia was denied where it appeared that the new service 
would be competitive with services rendered by a local transit company and 
for that reason would require a certificate of convenience and necessity under 


§ 4 of the Merger Act, p. 191. 


By the ComMIssIon : 


Nature of the Proceeding 

On April 18, 1952, Oriole Motor 
Coach Lines, Inc., doing business as 
Washington Suburban Lines, 7835 
Eastern avenue, Silver Spring, Mary- 
land, submitted a letter to this Com- 
mission requesting the designation of 
routes between its existing terminal in 
the District of Columbia near Georgia 
avenue and Eastern avenue to a pro- 
posed on-street terminal on H street, 
Northwest, between 12th and 13th 
streets. 

Following this request, Capital 
Transit Company filed with this Com- 
mission on April 29, 1952, a protest to 
the granting of such extension of 
routes within the District of Colum- 
bia, on the principal grounds that the 
protestant is now rendering adequate 
service between the present terminal 
of the applicant and the proposed ter- 
minal, and that the designation of the 
route applied for would be in violation 
of § 4 of the Merger Act. 

In view of the matters raised by 
the applicant and the protest, the Com- 
mission believed their determination 
required a formal public hearing, and, 
accordingly, issued a notice of hearing 
to be held on June 6, 1952. 
Appearances were noted at the hear- 
ing by Capital Transit Company, Safe- 
way Trails, Inc., and Pennsylvania 
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Greyhound Lines, Inc., who, without 
objection, were permitted to intervene 
in the proceedings. All interveners 
objected to the granting of the applica- 
tion. 

Testimony on behalf of the applicant 
was presented by S. Harrison Kahn, 
Treasurer, Oriole Motor Coach Lines, 
Inc. ; Charles E. Hammond, Assistant 
Research Engineer, Capital Transit 
Company, and Francis J. Ortman, 
Assistant Secretary and member of the 
Board of Directors, Safeway Trails, 
Inc., testified on behalf of the respec- 
tive interveners. 

At the hearing, Oriole amended its 
application to designate the use of an 
off-street terminal on property located 
at the northwest corner of 12th and H 
streets, Northwest, occupied by a gaso- 
line station with a considerable paved 
area adjacent thereto. 


Applicant’s Position 

The witness for Oriole testified that 
applicant, in conjunction with Monu- 
mental Motor Tours, Inc., proposes to 
establish year-round service from 
Washington, D. C., to Atlantic City, 
N. J., on fixed schedules and over fixed 
routes. Copies of Interstate Com- 
merce Commission certificates author- 
izing service over connecting routes 
from Washington to Baltimore (Ori- 
ole) and from Baltimore to Atlantic 
City (Monumental) were introduced 
95 PURNS 
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in evidence. He stated the position of 
the applicant was that it has unrestrict- 
ed authority from the Interstate Com- 
merce Commission to serve all points 
and places in the District of Columbia, 
subject to the designation of the par- 
ticular streets and highways within 
the District of Columbia by the Public 
Utilities Commission of the District of 
Columbia. Upon this basis, applicant 
did not believe the issue of convenience 
and necessity was here before this 
Commission, and that § 4 of the Merg- 
er Act (§ 44-201 DC Code 1940 
Ed.) was not applicable to this pro- 
ceeding. No testimony was offered by 
applicant to demonstrate the conven- 
ience or necessity for the proposed 
operation. 

Oriole Motor Coach Lines, Inc., and 
its predecessor have operated for sev- 
eral years between points in Maryland 
and a terminal in the District of Co- 
lumbia near Georgia and Alaska ave- 
nues, Northwest, adjacent to the 
Maryland line. Its tariffs on file with 
the Interstate Commerce Commission 
provide charges from points in Mary- 
land to the terminal at Georgia and 
Alaska avenues and other charges at 
an aditional differential of 15 cents for 
transportation to points in downtown 
Washington. Neither the applicant 
nor its predecessor has ever operated 
to points in downtown Washington. 
The present proposal contemplates 
three trips per day, between Washing- 
ton and Atlantic City, and does not 
contemplate, at this time, any pick-up 
or discharge in the District other than 
at its existing terminal and the pro- 
posed downtown terminal. The appli- 
cation proposes and the witness testi- 
fied that “no intra-District passengers 
will be carried.” The witness testified 
95 PURNS 


that Oriole had authority from the In- 
terstate Commerce Commission which 
would permit the picking up of passen- 
gers at the proposed downtown termi- 
nal for transportation to Ashton, 
Maryland, or some intermediate point 
beyond the Georgia avenue terminal, 
He testified further that, if a demand 
developed for additional service by 
Oriole, the applicant would seek to in- 
stall and operate many schedules. 


Interveners’ Position 

The witness for Capital Transit 
testified that the existing terminal of 
the applicant near Georgia and Alaska 
avenues is within 100-150 feet of the 
bus and streetcar terminal of Capital 
Transit at Georgia and Alaska ave- 
nues, Northwest. He also pointed out 
that the proposed route to the proposed 
terminal on H street coincides with all 
but a small portion of route of Capital 
Transit’s 16th street bus line. 

In order to determine the amount 
of competition which would be engen- 
dered by such an extension of Oriole’s 
service, Capital Transit made a 3-day 
count of passengers transferring be- 
tween Oriole service from Maryland 
and Capital Transit service within the 
District of Columbia, at the Georgia 
and Alaska avenues terminal. He 
found that the 18-hour daily average 
was 1,701 revenue passengers using 
both services. By assuming that all of 
such passengers would use Oriole serv- 
ice to and from the proposed downtown 
terminal, he estimated that at the aver- 
age District of Columbia fare of Capi- 
tal Transit the potential annual loss 
to Capital Transit would be $68,500. 
He further testified that there was a 
certain portion of the Maryland 
routes of both Capital Transit and 
Oriole in that area, which he termed 
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RE ORIOLE MOTOR COACH LINES 


a competitive zone. During the peri- 
od of the survey, a daily average of 244 
passengers used Oriole service from 
points in the competitive area to the 
Georgia and Alaska avenues terminal. 

On the assumption that passengers 
originating in the competitive area 
would continue to patronize Oriole to 
and from the proposed downtown ter- 
minal, the witness estimated that the 
maximum annual loss would be $14,- 
827. He also testified that in his opin- 
ion other passengers originating out- 
side of the so-called competitive area 
might continue to ride Oriole’s vehi- 
cles to and from its proposed down- 
town terminal, and that the loss of 
passengers from such areas would be 
in addition to the calculated maximum 
loss of $14,827 from the competitive 
area. 

It was the opinion of the witness 
for Capital Transit, and the company’s 
contention, that an indeterminate num- 
ber of passengers found by the survey 
to be using both Oriole and Capital 
Transit service would discontinue 
the use of Capital Transit vehicles in 
the District of Columbia and would 
use the busses of Oriole in traveling 
between points in Maryland and down- 
town Washington if the application 
were granted. Capital Transit’s wit- 
ness testified that other passengers 
transported by it between the Georgia 
and Alaska avenues terminal and 
downtown areas would shift to Oriole, 
which would have an additional ad- 
verse effect on Capital Transit’s reve- 
nues. He further testified that the 
competition between Oriole and Capi- 
tal Transit in the so-called competitive 
zone in Maryland would be minimized, 
if the application should be approved, 
by prohibiting Oriole from picking up 
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and discharging passengers between 
the proposed downtown terminal and 
the limits of the so-called competitive 
area at Forest Glen road on Georgia 
avenue and at Old Bladensburg road 
on the Colesville road. 

In view of the testimony, Capital 
Transit Company contends, therefore, 
that the actual and potential competi- 
tion that would arise from the granting 
of the application requires proof that 
the extended operation is necessary 
for the convenience of the public, and 
the issuance of a certificate by this 
Commission of such necessity under 
§ 4 of the Merger Act. 

Witness for Safeway Trails testi- 
fied that the proposed off-street termi- 
nal on H street had inadequate facili- 
ties for handling passengers and such 
limited area for loading of busses that 
it would cause considerable confusion 
in traffic at that location. In his opin- 
ion, prospective passengers would be 
apt to use the nearby Safeway Trails’ 
terminal for waiting station facilities. 


Conclusions 

[1,2] In Order No. 936, PUR 
1931D 438, as amended, this Com- 
mission ordered that no Class A busses 
would be permitted to use curb termi- 
nal in a defined downtown area, which 
includes the proposed on-street termi- 
nal. Since the applicant has amended 
its application to provide for an off- 
street terminal, it is not necessary to 
consider the protests against the use 
of an on-street terminal in this pro- 
ceeding. Likewise, the alternative 
provision suggested by Capital Trans- 
it, that the Commission limit transpor- 
tation of passengers between the Dis- 
trict of Columbia and certain points in 
the state of Maryland, is a condition 
that this Commission has no authority 
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to impose. There appears small likeli- 
hood that the presently proposed three 
trips per day would result in the sub- 
stantial loss in revenue indicated by the 
maximum amounts developed by the 
Capital Transit survey. However, 
testimony in this proceeding shows 
that the applicant has authority from 
the Interstate Commerce Commission 
to operate between Washington and 
points in Maryland in the adjacent 
metropolitan area, and that if there 
should be a demand for many schedules 
the applicant would seek to install and 
operate many schedules. Such opera- 
tion would be along the proposed 
route which is over streets now served 
by lines of Capital Transit, except for 
a few blocks. It is the opinion of the 
Commission that separate bus lines do 
not have to operate over identical 
routes to render competitive service. 
In Capital Transit Co. v. Elgen, 
Civil Action No. 971, the United 
States district court for the District 
of Columbia, on January 19, 1939, 
held that to transport passengers from 
a terminal in Virginia near the District 
line to points in downtown Washing- 
ton required a certificate under § 4 of 
the Merger Act, and enjoined such 
operation without a certificate. In 
Formal Case No. 376, April 26, 1948, 
this Commission denied the application 
of Anchorage Transportation, Inc. 


(predecessor of the applicant), to des- 


— 


ignate routes between the terminal at | 


Georgia and Eastern avenues, North- | 


west, to points in downtown Washing- 
ton for the transportation of interstate 
passengers, on the ground that such 
operations required a certificate under 
§ 4 of the Merger Act. 

From the foregoing, it is the opin- 
ion of the Commission that to permit 
the extension of the bus operations of 
the applicant between its terminal in 
the District of Columbia at Georgia 
and Eastern avenues, Northwest, to 
points in downtown Washington over 
the proposed route and on fixed sched- 
ules would be competitive with the 
services now rendered by Capital 
Transit and would, for that reason, 
require a certificate of public conven- 
ience under § 4 of the Merger Act. 
Since the applicant has failed to pro- 
duce evidence upon the question of 
public convenience, and takes the 
position that § 4 of the Merger Act 
does not apply to the proposed opera- 
tion, it is the opinion of the Commis- 
sion that the application should be 
denied. Therefore, 

It is ordered: 

That the application of Oriole Motor 
Coach Lines, Inc., doing business as 
Washington Suburban Lines, filed 
April 18, 1952, be, and it is hereby, 
denied. 
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Montana Power Plans to Spend 
$27,000,000 for Expansion 


eran Powrrk Company has a twenty- 
1¥i seven million dollar building program 

ering the next two years, according to J. E. 
orette, Jr., president. The company has spent 
ipproximately $5,000,000 during the current 
year. 

The 1953-1954 program involves the com- 
pletion of the third generating unit at the Kerr 
iydroelectric development near Polson; build- 
ing additional electric transmission and dis 
tribution lines to keep ahead of the service 
area's growth and continued exploration of 
company-owned lands in Alberta and elsewhere 
to develop additional natural gas reserves. 


G-E Issues Bulletin on Use of 
Two-way Radio 

A NEW 8-page illustrated booklet, published 

d by General Electric Company, discusses 

the use of two-way radio for better coordina 

tion of men, materials, and machines. 

The booklet, titled “Instant Communication,” 
is slanted to those businesses using materials 
handling and emergency service equipments, 
axl others who have plant protection problems. 
It outlines the use of two-way radio in numer 
ows industries, and shows G-E equipment now 
wailable for a wide variety of applications. 

The new publication also carries a list of 27 
G-E. offices throughout the U. S., from which 
advisory service is now available on com- 
munications problems. 

Copies are available free on request to Ad- 
vertising Inquiry Section, General Electric Co., 
Flectronics Pork, Syracuse, New York. 


Consumers Power to Spend 
$55,000,000 1N 1953 
)NSUMERS Power Co. expects to spend at 
least fifty-five million dollars for construc- 
tion in 1953, according to a recent announce- 
ment. It spent about $57.6 million for building 
work this year. 


New RCA Remote Control Unit 
For Mobile Communication 


A NEW remote control unit for use with 
mobile radio communication systems was 
announced recently by the engineering prod- 
ucts department of the RCA Victor Division, 
Radio Corporation of America. The new unit 
is designed for use with RCA’s Carfone and 
“Fleetfone” systems, and can be incorporated 
into all other mobile systems operating in the 
30-50 or 152-174 megacycle bands. 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod 

ucts, supplies and services offered by manufacturers, 
also notices of changes in personnel. 





The RCA Type CC-8A consists of a speech 
amplifier, power supply, speaker amplifier, 
loudspeaker, and complete set of controls. 
Operating over a single pair of telephone wires, 
it controls a remote receiver and transmitter 
by a system of relays. Dual transmitter selec 
tion is provided. Satisfactory operation is ac- 
complished over distances of 10 miles between 
the control point and the remote equipment. 
The actual distance is limited only by the 
quality of the telephone circuits, RCA states 


L. 1. Lighting Puts 100,000 
Kilowatt Unit in Service 


ap IsLanp LIGHTING CoMpany has placed 
in operation a 100,000-kilowatt generator 
at its Glenwood Landing station in Glenwood, 
Long Island. 

This installation marks the initial step in 
a fifty million dollar program designed to al- 
most double the company’s electric generating 
facilities by 1954. It provides the company with 
one of the most modern and etlicient power 
stations in the country. The generator is unique 
in that it is one of the few units in the coun- 
try designed and equipped to burn coal from 
Pennsylvania or West Virginia, oil from Vene 
zuela or natural gas from Texas. 

A duplicate generator now is being con 
structed by the company at Far Rockaway, L. 
1., which is scheduled to go in operation in 
1953 and a second unit at Glenwood will be 
in service by 1954. Long Island Lighting also 
plans construction of a complete new plant at 


Island Park, L. I. 


Exide Introduces New Line 
Two and Three Cell Batteries 


A NEW line of two-cell and three-cell indus- 
i trial batteries in transparent plastic con- 
tauiners for stationary small power applications 
is announced by The Electric Storage Battery 
Company. 

Known as the Exide-Tytex, Type COE, the 
new batteries combine highly sustained useful 
voltages and long trouble-free life with greatly 
reduced operating and maintenance costs. 


(Continued on page 26) 


METER SEALER 


e Complete with wire snips. 

Sturdy steel, with powerful 

leverage, yet lightweight. 

Flat lettered dies included. 
6. (with slotted or recessed 
ies 86.75) 









Write for 
FREE Catalog. 
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INDUSTRIAL PROGRESS— (Continued) 





In addition to these advantages, the company 
claims the new line offers a number of benefits, 


among which are extreme reliability and de- 
pendability under all operating conditions, 
greater output per unit of space, and less 


weight per ampere-hour output. 

A new two-color &-page 8! x 11 descriptive 
booklet, punched for easy insertion in standard 
three-ring binders, contains detailed informa- 
tion on the Type COEF Exide-Tytex. This 
booklet, together with a data sheet and chart 
showing dimensions, capacities and discharge 
characteristies of the batteries, may be ob- 
tained by writing The Electric Storage Battery 
Company, Box 8109, Philadelphia 1, Pennsy1- 
vania. 


Cleveland Electric Plans 
$3,000,000 Program 


LEVELAND ELecTRIC ILLUMINATING CoM- 

PANY has announced plans for construction 
of four new electric substations in Lake Coun- 
tv, Northesatern Ohio, within the next two 
years. Total cost is estimated at around three 
million dollars. 

The program, according to Elmer L. Lind- 
seth, president, calls for the one transmission 
substation and three distribution substations, 
the first of which is already under construction 
in Wickliffe, Ohio. The Wickliffe substation is 
scheduled for completion early in 1953 and will 
be followed by a substation in Mentor Town- 
ship and a third distribution substation in Con- 
cord Township in the spring of 1954. 


Delta-Star Electric Merged Into 
H. K. Porter Company, Inc. 


iy rA-STAR Exvectric CoMPANY has been 
merged into the parent company, H. K. 
Porter Company, ‘nc. and will operate as Delta- 
gt hg wre Division, it was announced by 
(2 Evans, president. : 

Policies management, and operation of the 
new Delta-Star Electric Division will remain 
the same, with C. S. Beattie continuing as 
general manager of the division. 

Both Mr. Beattie and R. E. Anderson have 
been elected vice presidents of H. K. Porter 
Company, Inc. 


United Gas Corp. Expansion 
Project Completed 


Us" GAs CORPORATION recently an- 
nounced the completion of a one hundred 
and twenty-nine million dollar construction 
project, making the company the first in the 
world capable of handling a trillion cubic feet 
of natural gas annually, according to the an- 
nouncement. 

Involving the laying of nearly 1,000 miles 
of pipe line, the expansion project boosted 
United Gas daily delivery capacity to around 
four hillion cubic feet of gas daily, compared 
to three billion in the 
system. 


(Continued on page 28) 
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Lo, the poor greyhound 


With all his reputation for speed, he can’t hold a 
candle to Sorg when it comes to meeting a rush- 
rush deadline. Sorg, for over thirty years special- 
ists in all types of financial, corporate and legal 
printing, is uniquely geared to combine speed 
with unerring accuracy. 

We handle design, specification of format, com- 
position, printing, binding and mailing all under 


“se age eel one roof... we're available round the clock 


. . we offer the use of procedure manuals, 
conference rooms, transportation facilities. 


But 


most important of all, we maintain a standard of 
quality consistent with the prestige of our clients. 


CONFIDENTIAL 


SERVICE 
SINCE 1920 






80 SOUTH ST., NEW YORK 38, N.Y. 
‘Fenininctall FF egal, Conporale Pointers 
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TAMPS! IT BACKFILLS! IT LAYS PIPE! 

















@ Tamps—bockfills— @ One-man operation @ Does all types of 
travels simultaneously light crane work 
| @ Hydraulic clutches 
@ Tamps 380 Ft-lb “zy for speedy backfill @ Loads, unloads, 
; : =» . 
; blow 45 times . with exact control handles pipe, 






per minute sheathing, etc. 
@ Backfills spoil from 
either side of trench @ 5,000 Ib. crane 


capacity 


@ Tamps from side 
or straddling 
trench 
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@ Power hoist 
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@ Telescopic boom 








@ Same speeds 
either direction 


| @ Tamps thicker 
layers 


| @ Correctly balanced 


steel backfill board 
@ Full crawler 


maneuverability 


AMACHINE THAT BELONGS IN YOUR’53 PLANS 


Get more work for your budget dollar! The 80” is time-tested 
ind job-proved—for tamping, backfilling, pipe handling 
ind other types of trench completion work. Get complete 
information on it vow! 
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The new facilities are located in Texas, 
Louisiana and Mississippi. Construction was 
started about 18 months ago. The new pipe 
lines were laid over United's existing system 
like a grid, extending from fields in south 
fexas and off the coast of Louisiana, up into 
north Louisiana and north central Mississippi. 
In addition, the company erected 11 dehydra 
tion plants with a capacity of 1.1 billion cubic 
feet of gas daily, It also built or enlarged eight 
compression stations and raised five suspension 
type bridges to carry its pipe lines across rivers. 


United's expanded systum is connected to 


more than 250 gas fields and serves some 400 
towns and cities with natural gas, either whole 
sale or retail, as well as over 2'000 direct in- 


dustrial customers, 
announcement 


according to the company’s 


Kuljian Appointment 


J wich H. KuLjtan, chief mechanical en- 
gineer for The Kuljian Corporation, en- 


gineers and constructors, Philadelphia, has 


been elected vice president in charge of en 
gineering, according to an announcement by 
James L. Cherry, executive vice president. 


Mr. Kuljian has had wide experience in the 
design and engineering of steam electric power 
stations, industrial plants, boiler house exten 
sions, and chemical plants, both in this country 
and abroad. Among the projects he has super- 
vised are the Florida Power Corporation’s 
Higgins Piant at Booth Point, Florida, the 
Bokaro Thermal Power Plant in India, and 
the Palermo Steam Power Plant at Palermo, 
Sicily. 
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Now! a film that 
| shows you... 


hm = The differences between a 
regulated public service company 
—and a non-regulated 
private industry. 



























“The Legend of Dan and Gus” introduces 
two young brothers to the U. S. business 
scene, together with the firms they 
founded—Dan’s Doorknob Company and 
Gus’ Gas Company. 


In their own way, Dan and Gus are an 
American success story. They learn to 
weather economic cycles, material short- 
ages, competition, expansion crises, 

and a host of other challenges. They 
learn first hand that regulated and non- 
regulated businesses are different, and 
each has its own problems that must be 
met in different ways. 











lagend of Dan and 
sa 30-minute 
color and sound 
picture, combin- 
tion and live 


If you would like to view “The Legend of 
Dan and Gus” or desire further informa- 
tion about it, write on your letterhead to: 
Director of Information, The Columbia 
Gas System, Inc., 120 East 41st Street, 
New York 17, N. Y. 


COLUMBIA 
GAS SYSTEM 
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New! More powerful engines! 


A parade of power! See the new Dodge “‘Job- 
Rated” trucks at your dealer’s today. A 
total of 7 big, rarin’-to-go engines, in- 
cluding 3 brand-new power plants with high 
compression ratios and higher horsepower, 
greater cooling capacity, increased displace- 
ment, twin carburetion available on larger 
models. Plus famous features like 4-ring 
pistons with chrome-plated top ring, exhaust 
valve seat inserts. 


In addition, the new Dodge trucks offer 
outstanding new brakes, new no-shift trans- 
mission, and over 50 other new features. 
See your Dodge dealer for the biggest truck 
buy on record! 


k 4-ton 
Fora tude jp see the NEW 


DODGE 2k TRUCKS 
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NEw! Extra-powerful brakes! 


Super-safe brakes give smooth braking, 
duced driver fatigue, greater load protecti 
... new stopping ability on 1- through 2 
ton trucks! PLUS Dodge’s oversize braki 
surface with rivet-free Cyclebond linings 


NEw! Truck-o-matic transmission! 
New Truck-o-matic transmission . . . av 
able on 4- and %4-ton models. . . sa 
shifting, lets you rock out of snow, mué 
sand. PLUS famous g¥rol Fluid Drive, $ 
lengthen truck life and protect your lo 


NEw! Over 50 features! 
Reinforced cab construction, improved @ 
haust system .. . tinted glass, more power 
heaters available. PLUS moistureproof igi 
tion, high-torque capacity starting moto — 
See the new Dodge trucks at your dealer} 


Now ot INDUST! 
how fa hip 
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plant design and layout 





Plans—drawings and specifications—are cold 
and impersonal, although they are efficient steps 
toward an end result. They are more than that when they 
represent the best thinking of men who have pride 

in seeing their efforts take shape in structure and equipment 

that produce the required results. 

We invite your inquiry... Write for our illustrated booklet describing 
our consulting and design engineering services. 


Address: Department E 
20 Pine Street, New York 5, N. Y. 
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KINNEAR Metal Rolling Doors 


Reducing door costs is not the only gain 
you make when you install Kinnear Rolling 
Doors. You also help cut other plant costs, 
in many ways. 

Coiling upward action permits full use of 
all floor and wall space around openings, 
at all times. You can stack materials within 
an inch or two of the door, inside or out- 
side—or on both sides—without impeding 
its action. This permits more efficient 
handling of door traffic, deliveries, and 
shipments. 

The smooth, easy action of Kinnear Rolling 
Doors saves time and labor—and no other 
type of door is so well adapted to the extra 
advantages of motor operation. With push- 
button controls at any desired number of 


The KINNEAR Manufacturing Co. 
Factories: 2060-80 Fields Ave., 
Columbus 16, Ohio 
Pg Yosemite Ave. “1, 
nm Francisco 24, Cal 
Offices pa Agents in All Principal Cities 


convenient points, the door can be raised 
or lowered quickly at a second’s notice. As 
a result, they are consistently closed more 
quickly after being opened, which brings 
important reductions in heating and air- 
conditioning costs. 


When opened, the doors remain completely 
out of the way, safe from damage by wind 
or vehicles. When closed, their rugged all- 
metal interlocking-slat curtain assures ex- 
tra protection against fire, intrusion, wind 
and weather. 


Kinnear Rolling Doors are built in any size, 
to meet the particular specifications of each 
opening, in old or new buildings. Motor 
or manual control. Write for full informa- 
tion. 


Saving Ways in Doorways 


ROLLING DOORS 
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Jevelop maximum power 


ith LEFFEL hydraulic turbines 
& 


Only time will tell the story of how 
good a hydraulic turbine really is 
—and Leffel turbines are already 
thoroughly time-tested, in scores 
of installations where they have 
been going strong for decades 
without need of repair. 


Leffel turbines are so expertly 
planned, so carefully and precisely 
built that you can be sure of 
trouble-free efficiency for a long, 
long time. Leffel pays special at- 
tention to the conditions under 
which the turbine is to be used, and 
maintains a friendly interest in 
the turbine's performance after 
installation. 


If you have a water power prob- 
lem, entrust it to Leffel’s hydraulic 
engineers — real experts in the 
water power field. Put Leffel's 90 
years of hydraulic power experi- 
ence to work for you—now. 


THE JAMES LEFFEL & CO. 


 & 
DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


MORE EFFICIENT HYDRAULIC 
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EBASCO SPECIALISTS CAN HELP YOUR BUSINESS PICTURE 


A good businessman gives special problems tospecialists. He knows that results are better. 
Because he and his top men are free for other important duties, his whole organization 
benefits. For nearly half a century EBAsco consultants have focused their talent and 
skill directly on troublesome business problems... have solved them quickly, economi- 
cally and efficiently. Solved them, moreover, without adding permanently to company 
payrolls, or disturbing existing company procedures. 


Are you planning to expand your present market... modernize your plant... construct 
a new one? Esasco can help with each job from initial planning to completion. Thinking 
of inaugurating an industrial relations program... or making extensive cost studies? 
Esasco will do any part or all of a job, for large companies or small. 


Esasco has accumulated in a single organization all the outside assistance you need to 
solve any business problem and serves virtually every type of business and industry, 
in all parts of the world. 


To find out how Ebasco can serve you, send for your free copy of ‘“The Inside Story of 
Outside Help.’”’ Address: Ebasco Services Incorporated, Dept. W, Two Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES 


— ite INCORPORATED 


“¢ New York + Chicago - Washington, D.C. 
BAScoR Appraisal + Budget - Business Studies - Consulting Engineering - Design & Construction + Financial 


Cty «* Industrial Relations - Inspection & Expediting - Insurance, Pensions & Safety 
288 cons0® Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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Since 1946 Leece-Neville AC-DC Alter- 
























SOME OF THE MANY UTILITIES nator Systems have been delivering un- 
; USING THE LEECE-NEVILLE pete Co ee hee 
rucks...or wherever cu 
: ALTERNATOR SYSTEM demands are high, L-N Alternators give: 
y Public Service Co. of New Mexico © 25 to 35 amps with engine idling 
Hydro Electric System, Winnipeg e ample capacity to carry the 
t light & Water Department, Columbus, Miss. entire electrical accessory load 
3 Northwestern Electric Coop., Okla. e fully charged batteries always 
Corn Belt Electric Coop., Bloomington, Ill. e better radio operation 
; the California Electric Power ~ Riverside There are L-N Alternator Systems rated 
, bees — Power and Light Co. - at 50 amps and 80 amps for 6-volt sys- 
Peoples Gas, Light and Coke Co., Chicago tems; 60 to 150 amps for I2-volt systems. 
f Portland General Electric Co., Portland, Ore. Ask us to arrange a demensttation of the 
ce Seen hai erenne sg L-N Alternator for your fleet. Or write for 
SERRE eae CUNNEN all the facts. The Leece-Neville Company, 
Cleveland 14, Ohio. Distributors in princi- 
pal cities...Service Stations everywhere. 
‘ YOU CAN : 
Heavy Duty Automotive Electric Equipment for Over 45 Years 
| RELY on A a cosa 
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Installation of 60-cell FME-15 Exide-Manchex f 
Battery in the first section of Utah Power ks 
& Light Company's Gadsby Plant. 





; 


eae NS 


Gadsby Plant of Utah Power & Light Company 


In Gadsby plant of Utah Power & Light Company 


Exide-Manchex patteries 


Largest steam-electrie generating station in the 
area! Yet this important development is but 
part of a vast expansion program of Utah’s 
great power company. Since 1945 some 1400 
miles of rural lines have been completed, mak- 
ing electricity available to 97% of the farms 
in the area. More than 40,000 new customers 
have been added, and the list is growing fast. 


The Gadsby Station consists of two plants— 
one completed in 1951, the other scheduled for 
this year. The combined capacity is 141,000 kw. 
Jiquipment is modern throughout and includes 
the largest turbo-generators in this section of 
the country. Standby power for switchgear 
operation and other services is provided by 
Ixide-Manchex Batteries, which assure: 

POSITIVE OPERATION: Dependable performance 
at ample voltage with no switchgear failures. 


INSTANTANEOUS POWER: High rates for switch- 
gear operation with adequate reserve power fo 
all other control circuits and for emergency lighting. 


LOW OPERATING COST: Extremely low inter- 


nal resistance. 


LOW MAINTENANCE COSTS: Water required 
about twice a year. No change of chemical solu- 
tion during life of battery. 


LOW DEPRECIATION: Sturdy, long-life con- 


struction. 


GREATER CAPACITY in a given amount of space 
avoids overcrowding. 

* * 7 
Various sizes and types of Exide Batteries, up 
to 100 ampere hours capacity, are available in 
plastic containers. 


Exide-Manchex is your bes? battery buy 
for all control and substation services. 


THE ELECTRIC STORAGE BATTERY CO.., Philadelphia 2 ¢ Exide Batteries of Canada, Limited, Toronto | 


“Exide” and “Manchex” Reg. T.M. U.S. Pat. OF 


1888...DEPENDABLE BATTERIES FOR 64 YEARS...1952) 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tae American Appraisat Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
222 East 4ist St., New York 17, N. Y. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 
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iter- 





ired 


an DAY & ZIMMERMANN, INC. 
ron ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


x Ford, Bacon & Davis 
vatuations Engineers constuction 
+ 52 NEW YORK @ CHICAGO e@ LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 














INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


. GA GILBERT ASSOCIATES 





FOUNDED 1906 








NEW YORK + READING + WASHINGTON + HOUSTON © PHILADELPHIA + ROME * MANILA + MEDELLIN | j 





W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO a Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 








Mention the FortNIGHTLY—It identifies your inquiry. 
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PROFESSIONAL DIRECTORY (continued) 
JENSEN, BOWEN & FARRELL 


ENGIN 
ANN ARBOR, MICHIGAN 
commenti: $§. wimmeereen STUDIES— 
for Rate Cases, Security Issues, Regulatory and Accounting Sommeements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 




















Shee huljian Coyoralion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


Ss eo fs DESIGN * CONSTRUCTION » MANAGEMENT 
sss SURVEYS + INVESTIGATIONS + REPORTS 


eLLIN 1200 N. BROAD ST., PHILADELPHIA 21, PA. 





| 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
GAS 


AND 
ora COST ANALYSIS municlrat 
for past 35 years 
Send for brochure: ‘'The Value of Cost Analysis to Management"' 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 





in 














TAXES 


RATES 

SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE , ADVERTISING 
PERSONNEL co ACCOUNTING 


ENGINEERING SALES PROMOTION 
inois STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 














Pioneer Service palate Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 








331 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








Complete Services for Gas and Electric Utilities 


* Designing « Engineering * Construc- , 2 / aay 
Outstanding tion + Piping « Equipment « Surveys nite ay. 
in the * Plans + Steam or Diesel Power . 


Plants, Alterations, Expansions 


Industry DESIGN ENGINEERING » CONSTRUCTION 








(Professional Directory Continued on Next Page) 





42 Public Utilities Fortnightly December 18, 19 pees 


PROFESSIONAL DIRECTORY (continued) 


| THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA, 








Qo 








a 
A 
CONSTRUCTORS 


SANDERSON & PORTER - 
S&P 








Sargent & Lundy ; 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering - 
80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 


REPORTS — VALUATIONS ae 1 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 


ALBRIGHT & FRIEL INC. EARL L. CARTER 


Consulting Engineers Consulting Engineer 


Water, Sewage and Industrial Wastes Problems REGISTERED IN INDIANA, NEW YORK, OHIO, 

ey PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Industrial Buildings Public Utility Valuations, Reports and { 

City Planning, ——— and Rates Original Cost Studies . 


121 SOUTH BROAD ST. PHILADELPHIA 7 910 Electric Building Indianapolis Ind. 























prec eer og ENGINEERS, CONSTRUCTION AND 
SSOCIATES, INC. MAINTENANCE CONTRACTORS 


CONSULTING ENGINEERS , 
Power Plant Design, Specification and for the GAS INDUS TRY 


Construction Supervision * CONSOLIDATED 
Economic and Thermodynamic Studies 


Technical Services and Reports GAS aAnb SERVICE CO. 
28 WEST ADAMS . DETROIT 26, MICHIGAN 327 So. LaSalle St., Chicago 4, lL i 




















Mention the FortNIGHTLY—I¢ identifies your inquiry 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








LUTZ & MAY . 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation -— Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 








A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DiIsTRI- 
BUTION — POWER STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 











HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HARZA 
BE. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 














LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 


Testing + Inspection + Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York ¢ Philadelphia * Providence ° Dallas 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 














LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE St., CHICAGO 





Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 








Mention the FortNicHTLY—I¢ identifies your inquiry 
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THE ONLY VERTICAL 
BOOM DITCHER 








“nse 


+ ‘Cover i , —————— 


digs clean—leaves no ramp « discharges on either side 





42 Here's an exclusive ditcher feature that saves as coral rock — down to 8 feet, 3 inches; widths 
a $ a lot of hand labor. The Barber-Greene’s verti- up to 24 inches. Feeding speeds range from 10 
eee cal boom digs straight down, right up to walks, inches to 8 feet per minute. 
coe & foundations, underground piping and mains, An adjustable spoils conveyor discharges on 
| etc. There’s no ramp to run up digging costs. either side, and the automatic overload release 
Closely spaced, self-cleaning ‘kick out” protects both the machine and hidden objects. 
k buckets, traveling at high rate of speed, cut like Find out how this compact, maneuverable, 
i a milling machine . . . leave a clean-walled easily controlled unit can keep your trenching 
| trench. It's this efficient operating principle that costs down .. . and what varied work it will 
a3] gets the B-G Ditcher through materials as tough perform. 87A 
43 
al Gp BARBER-GREENE7ZCOMPANY> AURORA, ILLINOIS 
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HIGH-SPEED SAFETY, LOW MAINTENANCE, RECTANGULAR PATTERN WITH G-E FORM 109 LUMINAIRES 


Safe speed with G-E Form 109’s 0 
two New Jersey Turnpike bridges 


NO NIGHT FATALITY has occurred on the 
two New Jersey Turnpike bridges illumi- 
nated by G-E Form 109 Luminaires, despite 
heavy traffic averaging 84,000 vehicles dur- 
ing every 24-hour period. The Form 109’s 
make safe, high-speed driving possible 
where the New Jersey Turnpike bridges 
the Hackensack and Passaic Rivers, and 
warn motorists of the change from the us- 
ual straight-away travel. 


USE FILAMENT LAMPS. Average in- 
tensity of 0.6 footcandles on the concrete 
roadway is provided by 133 G-E Form 
109’s equipped with 10,000-lumen, 20- 
ampere filament lamps, at a mounting 
height of 30 feet to light center, with 100- 


foot staggered spacing. Poles are isola 
from the road area with a special brac 
mount which mounts them over the sid¢ 
the bridge structure. 


LOW MAINTENANCE. The G-E Fo 
109 luminaire gives you the flexibility 
using either mercury or filament lamps, 
economy of G-E standardization, an 
tremely high light utilization. You aie 
sured of minimum maintenance cost | 
quick, easy relamping and low glas:w 
breakage. For information, ask yout 

representative for Bulletin GEA-541 .. 
write Section 452-135E, General E) ci 
Company, Schenectady 5, New. York 


GENERAL @@ ELECTRIC 
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